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FULFILLING THE PROMISE OF AN 
AFFORDABLE COLLEGE EDUCATION 


MONDAY, APRIL 21, 2008 

U.S. Senate, 

Committee on Health, Education, Labor, and Pensions, 

Washington, DC. 

The committee met, pursuant to notice, at 10:00 a.m. at Ohio 
State University, Michael E. Moritz College of Law, Hon. Sherrod 
Brown, presiding. 

Present: Senator Brown. 

STATEMENT OF E. GORDON GEE, J.D., ED.D., PRESIDENT, 
OHIO STATE UNIVERSITY 

Mr. Gee. Ladies and gentlemen, perhaps we can get started. 

Thank you very much for coming and joining us and welcome to 
the Moritz College of Law at the Ohio State University. We’re hon- 
ored to have you here and most importantly, we’re honored to have 
our Senator, Senator Sherrod Brown. 

Thank you, Senator, for being here with us, thank you for coming 
and frequenting our campus. We deeply appreciate it and for hold- 
ing this hearing at this University. 

Of course, this is precisely what universities are about, places for 
us to be a forum for public discussion, debate, opportunity for us 
to understand the issues of the moment, the issues of opportunity, 
and the consequences of the decisions that we are making. I appre- 
ciate the Senator’s outreach and assistance in issues critical to 
Ohio State, and I might note, all higher education, both public and 
private. 

We now, in this State — having been here for a little over 6 
months — have a powerful cohort of Ohio’s elected leaders at the 
Federal level, at the State level, in the legislature, who recognize 
the central role of public higher education. 

Senator, you have been one of those who has strongly recognized 
that role, and have done so for years, and I appreciate that. 

Of course, the issue of affordability and student loan problems — 
as we read in the newspapers, as we experience it ourselves — are 
very much on everyone’s mind. 

But, I remind ourselves, as much as anything, Senator, that we 
are the State’s Land Grant University, and we have a particular 
responsibility to create both access and opportunity for all students 
who will come to the Ohio State University, because this is, in 
many ways, the University that opens up the American Dream to 
so many students. 

( 1 ) 
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I’m glad today that we’re able to share a few resident experts, 
Tally Hart and Debra Van Camp. These two are stars at Ohio 
State, we’re working hard also to assure that all of our promising 
students have resources to earn degrees here. 

This is a very important issue for me, personally. When I came, 
I made the affordability pledge, which was that we were going to 
work and to assure that every student who comes to Ohio State is 
able to afford to come to this institution. 

We also realize that we’re doing that in a climate in which these 
are difficult challenges, economically, for so many people, and 
therefore, in my view, now it’s precisely the right time for the gov- 
ernment, for lenders, and universities to join together in creating 
solutions and helping our students to achieve their dreams and 
their higher education goals. 

I welcome this partnership with you, Senator, I welcome the 
partnership with our colleagues in our other public institutions 
who are here today, and obviously, I welcome the opportunity for 
us to be part of the solution. Thank you again for being here, and 
welcome to Ohio State. 

Opening Statement of Senator Brown 

Senator Brown. Thank you, Doctor. 

[Applause.] 

Dr. Gee, thank you very much for always being such a good face 
for Ohio State, substantively, and every other way. We appreciate 
the work that you do so much. 

Dean Nancy Rogers, thank you for welcoming us, letting us use 
your office and welcoming us to the law school. Thank you very, 
very much. I really appreciate that. 

I call the committee to order. This is an official hearing of the 
Health, Education, Labor, and Pensions Committee. We meet, obvi- 
ously, most of the time in Washington, occasionally — this is my 
first field hearing of this kind, in Ohio. It will not be my last, but 
it is the first, and we chose the largest university in the State to 
talk about issues that obviously are so very, very important. 

I want to introduce Will Jawando, who is with our Washington 
office, and Will works on education and immigration and other 
rather complicated issues. We’re glad he’s here today, too. 

The way this hearing will work is, I will make a relatively brief 
opening statement and I will introduce the four of you — and there 
will soon be a fifth who is coming from Cincinnati, apparently 
who’s gotten lost on this campus, which is also easy to do. Then 
I want to introduce the five of you and then hear your statements 
and then we’ll just discuss. I’ll ask questions, and we’ll go from 
there. 

We’re here this morning to examine two critical issues — ensuring 
affordable access to higher education for all students, and making 
sure student loans remain available in our State, and nationally 
during these difficult economic times. 

A couple of months ago, a distraught mother from Cincinnati 
wrote me about the private loan her daughter had taken out to go 
to college. Her daughter had borrowed $21,000, but was facing a 
bill of $102,000 as a result. She sent me the disclosure sheet on the 
loan because she couldn’t believe what she saw. 
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She wrote, “I’ve shown the statement to a loan officer at my 
bank, and also to my attorney. They both expressed to me they’ve 
never seen anything like that, and there must be a mistake.” There 
wasn’t, unfortunately. 

In the last 15 months, I’ve held about 95 roundtables around the 
State — discussions with 20 or 25 people in most of the State’s coun- 
ties. These roundtables are made up of a cross-section of a commu- 
nity. At almost every one of these roundtables, I’ve heard from par- 
ents and from students, and from employers, about the high cost 
of college education. 

Many people who have come to me — like Ms. Van Camp and Ms. 
Miller — are first in their family to go to college, many are unsure 
about how they can afford college, or are wary of the process of ap- 
plying to college that lay ahead. 

That challenge was laid out to me, perhaps most poignantly at 
a graduation I spoke to at Sinclair Community College in Dayton. 
The President — before the commencement, or at the beginning of 
the commencement, speaking to the thousand graduates or so, 
asked how many of them at this community college in Dayton were 
the first in their family to go to college. About two-thirds of the stu- 
dents put their hands up. 

He then asked, how many of you were told at some point in your 
life by someone — a relative, a neighbor, someone you had a sum- 
mer job with — were told that you are not college material? And 
about 25 or 30 percent of the students put their hand up. 

The good news from that story is that there were 7 young people 
in the front row — three of those students I noticed had put their 
hands up to both questions, including being told they didn’t have 
what it takes to go to college. Those students earlier that week had 
received their diplomas from their local high school at Dayton Pub- 
lic Schools, and that night were getting their diplomas from a 
school of higher education, which was pretty exciting. 

A couple of weeks ago, I convened a college President’s summit 
in Washington to discuss ways we can work together to better link 
labor needs to the skills of the workforce. All of us know our State 
is changing, the manufacturing jobs that were pretty plentiful 20 
or 30 years ago, some of them are gone, and the needs of business 
and industry have changed. 

Today’s generation of students, as we know, will need new skills 
and a knowledge base that previous generations did not need. It’s 
imperative that our students, in this State and across the country, 
are able to attend college and get the skills they need to compete. 
It’s equally important that a college education is affordable, and 
doesn’t leave those students with crippling debt. 

The average student in Ohio will graduate with roughly $20,000 
in student loan debt. That, in some ways, is not the worst of it. 
Costs are expected to rise dramatically, forcing more and more stu- 
dents to turn to high-cost private loans to fill the growing gap be- 
tween Federal aid and tuition costs. These loans can carry interest 
rates — as we’ll hear today — of as much as 15, 16, 17, 18 percent. 

I’m concerned that not enough attention has been paid to the in- 
creasing prevalence of these loans, and their impact on students 
and families. As it stands, these loans are growing at a tremendous 
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rate — these private loans outside of direct lending — increasing by 
27 percent in the last year. 

The reasons for this growth are ours to blame, in a lot of ways, 
and are fairly simple. The cost of college has climbed steadily in 
the past 5 years, while Federal aid has been nearly stagnant. 

Let me talk for a moment about Federal aid. In Ohio, the median 
income increased 3 percent between 2000 and 2006 while tuition at 
4-year public schools went up 53 percent, and tuition at 4-year pri- 
vate schools, starting at a higher base, of course, went up 28 per- 
cent. Federal loan limits have not kept up. 

In 1972, a freshman could borrow $2,500 in a year in Federal 
loans, last year the number had barely moved to $2,625. Had it 
kept pace with inflation, loan limits would be $12,000. We can’t 
sustain an educational system that forces students to sign away 
their economic future when they sign up for college. 

In July, Congress took a good step forward when we passed the 
College Cost Reduction Act. A freshman can now borrow $3,500 in 
his or her freshman year, but even though the limits in the first 
2 years have increased — not enough — but increased, the overall cap 
on borrowing remains the same at $23,000 overall for a dependent 
undergraduate. The College Cost Reduction Act does nothing to 
change the cap, because the HELP Committee decided correctly, in 
my view, that the bulk of savings we could achieve should be put 
back into Pell grants and direct student grants. 

With a price tag for 4 years of college at somewhere in excess of 
$120,000 for private schools, in excess of $50,000 for public institu- 
tions, there’s obviously a big gap remaining for far too many stu- 
dents. That gap gets filled in many ways — savings, work, grants, 
PLUS loans, you name it. 

But a disturbing trend, more and more students are forced to 
turn to credit cards, and high-cost private loans. That brings me 
back, for a moment, to the private loans. 

According to testimony before the Banking Committee last year, 
Sallie Mae reported issuing $7 billion in private loans, and $15 bil- 
lion in Federal loans last year. In other words, one in every three 
loan dollars generated by the biggest student lender in this country 
was a private loan. 

Though the private loan market has cooled recently, due in large 
part, to the credit crunch with tuition and fees continuing to rise, 
and Federal aid stagnant, the trend is likely to continue. 

As this chart indicates, the private loan program may well out- 
strip the Federal program over the next decade. The Federal loans 
are the blue, the private loans — listed here as alternative loans — 
are the burgundy color. 

The chart shows the growth rate of the two programs over the 
past several years predict how large they will grow if current 
trends continue. Now the Federal loans, public loans, dwarf — by a 
significantly less amount, each of the last few years — dwarf the pri- 
vate bank loans, but you can see what’s happening in the years 
ahead. 

Private loans may well be on par with the Federal loan program 
by the end of the 5-year reauthorization that the House and Senate 
are currently considering. Congress very often — too often — legis- 
lates through the rear-view mirror. We wait until a problem be- 
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comes close to unmanageable before we feel compelled to act. This 
hearing is an attempt to shine a light on a problem before it be- 
comes that unmanageable problem. 

I have introduced a bill to create an alternative to private loans 
that would create a supplemental loan program, run by the Federal 
Government. It would operate similarly to the direct loan program 
for unsubsidized Stafford and PLUS loan programs, that are saving 
the government money. It would set up a competition that way 
which we believe would keep these alternative loans’ interest rates 
down. 

I offered a floor amendment on this, we’ve introduced legislation 
to do this, we’ll continue to work with Governor Strickland and 
Chancellor Fingerhut, who are interested in this, to make sure stu- 
dents aren’t burdened with overwhelming, high-cost debt. 

We must act, because the current marketplace for private stu- 
dent loans has two very serious problems: it’s not always operating 
in the best interest of students, and the price of these loans is just 
too high. The problem — the tremendous cost of these loans was 
pointed out in a cover story, a USAToday article early last year. 
That story correctly noted that all of our efforts to remove conflicts 
of interest and backroom deals would not help with the incredible 
interest rates that these loans carry. 

Referring to our efforts to better police the market, the authors 
write, 

“These efforts would do little to rein in the fastest-growing 
area of the market — loans that aren’t federally backed, those 
whose rates can generally rise without limits. Bills in Congress 
wouldn’t affect rates on these loans, often called private loans, 
because they’re outside of any Federal system.” 

The story goes on to quote David Hartung, with the credit rating 
agency DBRS, 

“Enrollment continues to go up, tuition continues to sky- 
rocket, while Federal loan limits remain low. That’s the perfect 
storm for the continued growth of private loans,” 
as that last chart showed. 

How students weather that storm is up to us — we can decide 
that students in our country — like the young students that will 
give testimony today — should no longer face such crippling debt. 
We have the opportunity to act now to ensure that Ohio students 
are not discouraged from attending college, and are equipped with 
the skills to compete in the global economy, and fill our jobs of the 
21st Century. 

I look forward to hearing from each panelist, I will introduce the 
panelists starting from left to right, and then we will begin the tes- 
timony. I will introduce all of you before the testimony. 

[The prepared statement of Senator Brown follows.] 

Prepared Statement of Senator Brown 

I call this committee to order. First, I would like to thank Presi- 
dent Gee for his warm introduction and Dean Rogers for hosting 
us here at the Moritz College of Law. We are here this morning to 
examine two critical issues: No. 1, ensuring affordable access to 
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higher education for all students; and No. 2, making sure student 
loans remain available in these tough economic times. 

A couple of months ago a distraught mother from Cincinnati 
wrote me about the private loan her daughter had taken out to go 
to college. Her daughter had borrowed $21,000, but was facing a 
bill for over $102,000 as a result. She sent me the disclosure sheet 
on the loan because she couldn’t believe what she saw. “I have 
shown the statement to a loan officer at my bank and also to my 
attorney,” she wrote. “They both expressed to me that they have 
never seen anything like this and there must be a mistake.” 

I have held more than 90 roundtables around the State, and at 
almost every one, I hear stories like these from students, parents, 
returning veterans. Many are the first in their family to attend col- 
lege and are unsure they can afford college and are wary of the 
process of applying to college that lay ahead. 

I convened a College Presidents Summit in Washington earlier 
this month to discuss ways we can work together to better link 
labor needs to the skills of the workforce. All of us know Ohio is 
changing. The manufacturing jobs that were here 20 or 30 years 
ago are gone and the needs of business and industry have changed. 
Today’s generation of students will need new skills and a knowl- 
edge base previous generations did not have. 

It is imperative that students in Ohio and across the Nation are 
able to attend college and get the skills they need to compete. It 
is equally important that a college education is affordable and does 
not leave students with crippling debt. We have work to do. The 
average student in Ohio will graduate with roughly $20,000 in stu- 
dent loan debt. And that’s not the worst of it. Costs are expected 
to rise dramatically, forcing more and more students to turn to 
high cost private loans to fill the growing gap between Federal aid 
and tuition costs. These loans can carry interest rates of more than 
18 percent. 

I am concerned that not enough attention has been paid to the 
increasing prevalence of these loans and their impact on students 
and families. As it stands, these loans are growing at a tremendous 
rate, increasing by 27 percent each year. The reasons for this 
growth are fairly simple. The cost of college has climbed steadily 
over the past 5 years, while Federal aid has been nearly stagnant. 

Let me focus on Federal aid for a moment. In Ohio, the median 
household income increased just 3 percent between 2000 and 2006, 
while tuition went up 53 percent at 4-year public schools and 28 
percent at 4-year private schools. Federal loan limits have not kept 
up. In 1972, a freshman could borrow $2,500 in Federal loans. Last 
year, that number had barely moved to $2,625. If it had kept pace 
with inflation, Federal loan limits would now be $12,000. We can- 
not sustain an educational system that forces students to sign 
away their economic future when they sign up for college. 

In July, Congress took a good step forward and passed the Col- 
lege Cost Reduction Act. Now a freshman can borrow $3,500 in his 
or her first year. But even though the limits in the first 2 years 
have been increased somewhat, the overall cap on borrowing re- 
mains the same, at $23,000 for a dependent undergraduate. The 
College Cost Reduction Act does nothing to change that cap because 
the HELP Committee decided — correctly in my view — that the bulk 
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of savings we could achieve should be put back into Pell grants 
that students do not have to pay back. 

With the price tag for 4 years of college at $120,000 for private 
schools and $50,000 for public schools, there is obviously a big gap 
remaining for many students. That gap gets filled in many ways — 
savings, work, grants, PLUS loans, you name it. But in a dis- 
turbing trend more and more students are turning to credit cards 
and high-cost private loans. 

And that brings me back to private loans. According to testimony 
before the Banking Committee in June of last year, Sallie Mae re- 
ported issuing $7 billion in private loans and $15 billion in Federal 
loans last year. One in every three loan dollars originated by the 
biggest student lender in the country was a private loan. Though 
the private loan market has cooled recently due in large part to the 
credit crunch, with tuition and fees continuing to rise and Federal 
aid stagnant, the trend is likely to continue. 

As this chart indicates, the private loan program may well out- 
strip the Federal program over the next decade. This chart shows 
the growth rates of the two programs over the past several years 
to predict how large they will grow if current trends continue. As 
you can see, private loans may well be on a par with the Federal 
loan program by the end of the 5-year reauthorization Congress is 
currently considering. 

Congress very often legislates through the rear-view mirror. We 
wait until a problem becomes close to unmanageable before we feel 
compelled to act. This hearing is an attempt to shine the light on 
a problem before it becomes unmanageable. 

I have introduced a bill that would create an alternative to pri- 
vate loans. It would create a supplemental loan program that 
would be run by the Federal Government and would operate simi- 
larly to the Direct Loan program for unsubsidized Stafford and 
PLUS loan programs that are saving the government money. I in- 
tend to pursue this option and continue to work with Governor 
Strickland and Chancellor Fingerhut to make sure students are not 
burdened with overwhelming, high cost debt. 

We must act because the current marketplace for private student 
loans has two very serious problems. It is not always operating in 
the best interest of students, and the price of these loans is just 
too high. The problem — the tremendous cost of these loans — was 
pointed out in a cover story in a USA Today article early last year. 
That story, reproduced on this chart, correctly noted that all of our 
efforts to remove conflicts of interest and back room deals would 
not help with the incredible interest rates that these loans carry. 
Referring to our efforts to better police the market, the authors 
write that: “These efforts would do little to rein in the fastest-grow- 
ing area of the market: loans that aren’t federally backed, whose 
rates can generally rise without limit.” The story goes on to quote 
David Hartung, with the credit rating agency DBRS: “Enrollment 
continues to go up, and tuition continues to skyrocket while federal 
loan limits remain low. That’s the perfect storm for the continued 
growth of private loans.” 

How students weather that storm is up to us. We can decide that 
students in our country, like the young students that will give tes- 
timony today, should no longer face such crippling debt. We have 
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the opportunity to act now to ensure that Ohio’s students are not 
discouraged from attending college and are equipped with the skills 
to compete in the global economy and fill the jobs of the 21st Cen- 
tury. I look forward to the panels’ testimony and commit to work- 
ing with all of you to make college accessible and affordable for all 
students. 

Senator Brown. Barmak Nassirian is Associate Executive Direc- 
tor of External Relations of the American Association of Collegiate 
Registrars and Admissions Officers (AACRAO). Barmak Nassirian 
has served as Associate Executive Director of the American Asso- 
ciation since 1998. AACRAO is a nonprofit association of more than 
2,300 institutions of higher education, and over 9,000 campus en- 
rollment services officials. Barmak has been active in higher edu- 
cation policy for more than a decade, focusing on higher education 
finance, privacy issues and Federal regulations. 

Mr. Nassirian came from Washington, thank you for coming out 
here. 

Donald Kohne is a Managing Director of Student Lending Works 
from Westchester, OH, in the Cincinnati area. 

Thank you for coming up from Cincinnati, Mr. Kohne. 

Mr. Kohne. No problem. 

Senator Brown. He has over 31 years of business experience, 
he’s the managing director, currently, of Student Lending Works, 
Inc. and Knowledge Funding of Ohio. In these capacities, he has 
day-to-day responsibilities for the overall management of the two 
companies, he’s also a partner in the financial advisory and con- 
sulting firm of Liscarnin Solutions, Inc. Prior to his assuming his 
current responsibilities, he was the Senior Vice President of the 
Student Loan Funding Corporation, the Pennsylvania Higher Edu- 
cation Assistance Agency over a 10-year period. Prior to earning 
the education in financing and business, he was employed by Coo- 
pers and Lybrand, now PricewaterhouseCoopers, for 11 years. He’s 
a CPA and has an MBA and a BA from the University of Cin- 
cinnati. 

Tally Hart has served students seeking access to higher edu- 
cation throughout her career. Welcome. Her current position is 
Senior Advisor for Economic Access at Ohio State, and she focuses 
on projects in research to encourage more needy students in fourth 
to tenth grade, to take the right steps to go to college, and to help 
more needy undergraduates to go to graduate or professional pro- 
grams. 

I would just interrupt myself for a moment and say the more I 
talk to community colleges, 4-year schools, private/public, anybody 
in this business, the more they emphasize what you’re doing, and 
how important that is that we go into the lower grades. We teach 
them how to apply to college, but we don’t teach them how to suc- 
ceed in college, and thank you for that. 

She currently serves on the Student Access and Success Coordi- 
nating Council of Ohio, the National College Access Board of Advi- 
sors, and the Advisory Panel, the Center for Student opportunity. 
She was co-founder of College Goal Sunday that now provides sup- 
port to families in more than 30 States. She’s led research on stu- 
dent aid’s role in retention, and developed financial literacy pro- 
grams for OSU students that have served as a model for other col- 
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leges and universities, as well. Something, obviously, very impor- 
tant. 

Debra Van Camp, OSU student from Lancaster, OH. Debra was 
appointed as a student trustee by Governor Strickland for a 2-year 
term beginning May 31, 2007. Debra is currently pursuing a B.S. 
in Food Science and Nutrition, with a minor in Agricultural Busi- 
ness at Ohio State University. She serves on the Academic and 
Student Affairs Committee, and the Ag Affairs Committee. 

Since enrolling 3 years ago, Debra’s become involved in under- 
graduate research, and participated in a 5-week study abroad in 
Beijing. As part of her work with the Access Initiative, she’s cre- 
ated a Student Board of Directors to serve as the student voice of 
the Office. She was elected as a Senator to represent students liv- 
ing off-campus during her junior year. 

Melissa Miller, Melissa, welcome. 

Ms. Miller. Thank you. 

Senator Brown. She is a Cincinnati, OH native, former student 
who attended OU, and the Brooks Institute of Photography in 
Santa Barbara, CA. Prior to attending school, Melissa worked as 
a travel photographer from 1999 to 2003, and taught a class in 
winter outdoor sports in Portland, OR. She’s currently working as 
a freelance photographer, and resides in Cincinnati with her fam- 
ily- 

Welcome to this hearing, and welcome back to Ohio. 

Ms. Miller. Thank you. 

Senator Brown. So, Mr. Nassirian, why don’t you begin? Or, 
should I start with the — OK, reverse the order? 

Go ahead, why don’t you start, Ms. Miller? 

Are you ready to go? 

Ms. Miller. Where do I start? 

Senator Brown. Just read your testimony. All five of you will do 
your testimony and then I will begin the questions of all of you. 

STATEMENT OF MELISSA MILLER, FORMER STUDENT, 
CINCINNATI, OH 

Ms. Miller. OK. My situation was, I was the only individual in 
my family to go to college, and I basically funded all of my own 
education, with the assistance of loans — both Federal subsidized 
and unsubsidized. 

I went to OU for 2 years, but the problems actually started when 
I took out what I thought were Federal loans at Brooks Institute, 
which is a private school in southern California. 

When you go to sign up for these loans, like any student, who 
needs assistance, you pretty much kind of grab at whatever you 
can get, but there’s a lot of manipulation, I think, for students 
when they go in for a loan, not really knowing what they’re sign- 
ing. 

I was told that most of my loans, I could marry them with my 
Federal loans, but Sallie Mae basically is a private corporation 
whereby, they give loans to people under the pretense that they’re 
educational loans, but they’re actually private loans, so the interest 
rates are not capped, and they’re not mandated by pretty much 
anyone. 
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The sad thing about situations like that is when you get out of 
school and your repayments start, instead of your interest rates 
being 2, 3, 4 percent, mine is at 18. 

Roughly a year of school at Brooks Institute is about $30,000 — 
and mind you, this is a photography school, this is not, you know, 
a school where you’re going to be a neurologist, it’s basically an art. 
Whatever you’re going to do with your skill, you’re going to have 
to basically do it on your own. 

Brooks placement — they tend to say that they have a placement 
rate in the job force of 98 percent, which is completely a lie. Every- 
thing about the school, and Sallie Mae, is a lie, and I think I’ve 
come all this way to just basically help represent students who 
don’t have a lot of access to either moneys from the family, or on 
their own access, to just help bring attention to what Sallie Mae 
does, and students who go under the pretense that these are Fed- 
eral loans, they actually are not. 

It can be horrifying — I could give you a list of friends and co- 
workers who actually have gone through the Brooks Institute, and 
I mean, these kids are coming out $100,000 in debt, and in all, 
owing $350,000 on a $100,000 loan, because they didn’t understand 
that these can really vary, anywhere from 18 to 25 percent, on an 
educational loan. 

It’s devastating for students to come to a situation under the pre- 
tense that you’re thinking these are Federal loans, because the re- 
payment is obviously going to be devastating on any financial cir- 
cumstance, at that point. 

With my circumstance, I’m a freelance photographer, so the fi- 
nancial stresses on that are absurd. Plus, Sallie Mae will not work 
with you, when it comes down to — it’s awfully convenient, for 2 
years, I kept getting consolidation things in the mail, and you can’t 
really consolidate them. I kept trying to call Sallie Mae, I said, “I 
don’t understand, you know, how do I consolidate these?” Well, 
when you start talking to them it’s, “Oh, no, this is a private loan, 
you can’t consolidate it.” 

It gets very complicated, and Sallie Mae, and themselves, they 
will harass you — endlessly calling you or — most people forebear 
their loans for basically as long as they possibly can, because they 
can’t afford to pay them back, so — I could probably go on for hours 
about Sallie Mae, but I won’t bore you with it. 

I just wanted to bring some attention to the fact that students 
loans are completely out of hand. 

[The prepared statement of Ms. Miller follows:] 

Prepared Statement of Melissa Miller 

Basically it started when I decided to go to Brooks Institute of Photography in 
Santa Barbara, California in the fall of 2003. I was admitted into the school for that 
school year. Needing financial assistance I approached the financial aid office for ap- 
plications for loans. I applied for assistance through Sallie Mae. It was the only op- 
tion I was given. I asked if I could marry the loans to my other existing Federal 
loans when I got out of school (I also attended Ohio University from 1997-99) and 
I was told that I could. Only to find out that is untrue. Sallie Mae loans are private 
loans — which I was not informed of — and not only are they private loans, my inter- 
est rate is 18 percent. 

I could only afford less then 1 year of school at Brooks. Now that I’m out of school 
I have attempted to contact Sallie Mae consistently in order to obtain information 
on my loans regarding refinancing — working out a lower payment (they want almost 
$700 a month on a $21,000 loan) or simply someone to discuss my options with. Aw- 
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fully convenient that Sallie Mae is nearly impossible to contact but somehow the 
day my school loans went into repayment, the harassment started. Rude phone calls 
from Sallie Mae and it’s workers. I am willing to repay my debt. I understand my 
financial obligation but, Sallie Mae WILL NOT help me find a solution. 

I guess my situation now is what do I do? I am the only child in my family to 
go to college, or attempt to go to college, and I am left with no options with pains- 
taking consequences for a higher education. Rumor has it that Sallie Mae can gar- 
nish your wages, so what am I going to do from here? Over 30 years of paying off 
a $21,000.00 loan through Sallie Mae at 18 percent comes out to be almost 
$110,000.00 according to Sallie Mae calculations. How can that be? For less than 
a half year of education. It’s absurd and a disgrace that women and men alike are 
dealing with these types of issues when merely attempting to better themselves in 
a system that is obviously failing us. 

Senator Brown. Thank you. Thanks, Ms. Miller, and I will come 
back to you with questions. 

Ms. Van Camp. 

STATEMENT OF DEBRA VAN CAMP, STUDENT, 

OHIO STATE UNIVERSITY, COLUMBUS, OH 

Ms. Van Camp. My name is Debra Van Camp. 

Senator Brown. Bring the microphone closer? 

Ms. Van Camp. Sure. 

I’m a junior at Ohio State, and I’m pursuing a dual degree, my 
minor has actually turned into a double major — I’m in Food Science 
and Nutrition, Agri Business, and Applied Economics. I thank you, 
Senator, for hosting this hearing today. 

I just want to comment that I think it’s very appropriate that 
you’ve chosen to host it at Ohio State, because I think that this 
University truly epitomizes the values of the 1862 Morrill Act 
under which it was founded, which is to establish — it was estab- 
lished to provide quality postsecondary education that would be 
“accessible to all.” 

I believe it’s also extremely timely that we’re meeting at this crit- 
ical point in higher education and our country’s history. When the 
Morrill Act was passed in 1862, the United States was engaged — 
as I’m sure most of you know — in a civil war. Our country’s leaders 
chose to make higher education a priority, because they knew it 
would move the country forward. 

Today, we find ourselves, again, engaged in a very divisive war, 
and operating as you said, Senator Brown, in a very competitive 
global environment. Now, once again, the Nation’s leaders have a 
choice of what priority to give higher education. 

This morning, I’d like to illustrate how Federal support of higher 
education can truly make a difference in our economic future by 
just sharing some of my own personal experiences. 

In the Spring of 2005, I was the first-ever Fairfield Land-Grant 
Scholarship recipient. The Land-Grant Scholarship is a scholarship 
through Ohio State University that gives one full-ride scholarship 
to at least one resident in each of Ohio’s 88 counties, on the basis 
of academic merit and high financial need. 

I’ll never forget the day that I opened my award letter from Ohio 
State, and felt as though an enormous burden had been lifted off 
my shoulders. You have to understand, at that time, I was living 
with my high school Agricultural Education teachers — Rich and 
Cindy Brill — who are, coincidentally, both Ohio State graduates, 
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and they had become incredible mentors to me after my family 
went through a very complicated divorce my junior year. 

I knew when I was awarded the Land-Grant Scholarship, I had 
been given a tremendous opportunity which I would not take for 
granted. 

During my first year of college, I took advantage of every chance 
to get involved. I started working as the Student Assistant in the 
Food Science Lab through the Land-Grant Work Study Program, I 
became very active in undergraduate student government, and as 
time went by, I found myself worrying less and less about money, 
and beginning to consider opportunities that I never would have 
dreamed would be possible when I applied at Ohio State Univer- 
sity. 

By winter quarter my freshman year, I made the most adven- 
turous decision of my life, and applied to a study-abroad program 
to China. I’m sure many of you in this room are very extensively 
traveled, but I’d never been outside of the country, so this was 
huge for me. 

It was truly a life-changing experience, and I remember when I 
came home that summer I felt as though there were no opportuni- 
ties beyond reach. 

The next fall, I became involved in undergraduate research and 
began a new job as a student assistant in the newly created Eco- 
nomic Access Initiative, working with Tally Hart and Laurie Crass, 
who I believe is in the audience. 

I’ll never forget the first time I met with Tally, and she told me 
about the research which has shown that the most qualified stu- 
dents from the lowest income quartile attend college at a much 
lesser rate than the least qualified students from the highest in- 
come quartile. I was, and continue to be, outraged by this fact. 

I worked with Tally and Laurie to establish a Student Advisory 
Group to identify more than 400 first -generation college graduates 
among the faculty at Ohio State, and to begin spreading the college 
access message. 

I’m still very much involved with the Access Initiative, although 
not as a student worker. I continue to serve as a strong advocate 
for educational access. Former OSU football coach Woody Hayes — 
I’m sure, Senator Brown, you’ve heard this quote before — said, 
“You can never really give back, but you can always pay forward.” 

I’ve found my own way to pay forward the opportunities I’ve been 
given by serving other disadvantaged students. This fall, with the 
support of a dedicated group of students across campus, I founded 
a new student organization called Students for Equal Access. Our 
mission is to serve as informed advocates for equal access to higher 
education, and to create a society that allows all qualified students 
an equal opportunity to pursue higher education, regardless of in- 
come level or background. 

We serve two primary functions. First, we promote and present 
information about college access to other student organizations and 
groups in the community, and second, we facilitate college visit pro- 
grams for grade-school students. We know from research that stu- 
dents can be powerful influences in convincing younger students 
that they can, in fact, attend college, and we are working diligently 
to amplify this message. 
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As I reflect back on the many opportunities I have been able to 
take advantage of during my undergraduate career — including 
studying abroad, conducting research, serving on the Board of 
Trustees, creating a new student organization — I realize that none 
of these opportunities would have been possible without the sup- 
port of the Land-Grant Scholarship. 

Ultimately, my story illustrates, I think, two fundamental and 
important outcomes of financial aid. When you open the door for 
students to education, first you’re helping that individual student 
to achieve success. Second, and more importantly, you’re empow- 
ering that student to be able to pay forward in society. 

Additionally, I believe my story amplifies two critical issues of 
critical importance, which I would request this committee would 
support in the future. First, is the idea to, please, insist on edu- 
cational quality. It is critical that qualified students from all back- 
grounds have access to a quality educational experience. This in- 
cludes access to opportunities such as research, study abroad, and 
student involvement. I’m sure many students would share that 
some of their most defining educational experiences occurred out- 
side of the classroom — perhaps in the lab, in a student organiza- 
tion, or in another country. Your assurance that students have ac- 
cess to funds that they need for college — whether it be through Pell 
grants, as you mentioned, or through affordable loan options — is 
critical to ensuring that students have the experiences they need. 

I would just like to add that, for me, personally, having those ex- 
periences greatly impacted my decision to go into a career in public 
service, which I’m now pursuing. I know that’s an option that I 
never would have considered, if I had been worrying about money. 

Additionally, your support of national research foundations, such 
as the National Institutes of Health, the National Science Founda- 
tion, are critical to ensuring quality access opportunities for all stu- 
dents. These Federal grant moneys that faculty receive do not only 
fund cutting-edge research, but also create many valuable opportu- 
nities for graduate, and undergraduate students. 

The second critical issue that I would like to share with you, is 
it’s vital to value diverse educational programs. As I’ve shared in 
my story, it was my high school Agricultural Education program 
that had a huge impact on my decision to attend college. However, 
I know from some of my peers, it was an art or music program that 
kept them in school, and encouraged them to go on to college. I 
cannot tell you how valuable these co-curricular programs are for 
reaching urban and rural students who are attending college at 
much lesser rates than their suburban peers. 

Unfortunately, in struggling school districts, these are often the 
programs to first be cut, compounding the barriers to educational 
access. I’ve seen this firsthand, as I just found out — last Friday, ac- 
tually — my three-teacher Agricultural Education Program that I 
graduated from has been reduced to just one teacher. 

It’s important to recognize and support creativity and diversity 
in education, and realize that a standardized, cookie-cutter ap- 
proach, is not the best way to increase educational access. 

I believe many students at Ohio State and across the country — 
including myself — would share the sentiments of Abraham Lincoln, 
who said, “I view education as the most important subject that we, 
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as a people, can be engaged in.” I believe there’s no investment 
that the Federal Government can make that will have a higher 
rate of return than education. Providing the equal access to quality 
education is the most fundamental key in solving many — if not 
all — of the problems facing our society, including job loss, poverty, 
and building a more prosperous economic future, just as you men- 
tioned. 

Senator, I thank you and the committee for your service and 
dedication to students, and our country’s future. I’d be glad to re- 
spond to any questions you may have. 

[The prepared statement of Ms. Van Camp follows:] 

Prepared Statement of Debra Van Camp 

My name is Debra Van Camp, and I am a junior at Ohio State pursuing a dual 
degree in Food Science and Nutrition and Agribusiness and Applied Economics. I 
thank you for the opportunity to offer a student perspective at this hearing. I think 
it is appropriate that you have chosen to host a hearing on the topic of educational 
access at Ohio State, because this University truly epitomizes the values of the 1862 
Morrill Act under which it was established to provide quality postsecondary edu- 
cation that would be “accessible to all.” I also believe our meeting is extremely time- 
ly as we are at a critical point in higher education and our country’s history. When 
the Morrill Act passed in 1862 the United States was engaged in a divisive civil 
war, but our leaders chose to make higher education a priority because they knew 
it was an essential step to moving the country forward. Today, as a country, we find 
ourselves again engaged in a divisive war and operating in a very competitive global 
economy. Now once again the Nation’s leaders have the choice of what priority to 
give higher education. This morning I would like to illustrate that Federal support 
of education is the most fundamental key to our economic future by sharing my own 
personal experiences. 

In the spring of 2005, I became the first-ever Fairfield County Land Grant Schol- 
arship recipient. The Ohio State Land Grant Scholarship Program provides a full 
scholarship to at least one student in each of Ohio’s 88 counties on the basis of aca- 
demic merit and high financial need. I will never forget the day I opened my award 
letter from Ohio State and felt an enormous burden being lifted from my shoulders 
as I read that all of my college expenses would be covered. At the time I was living 
with my high school agriculture education teachers, Rich and Cyndi Brill, who are 
coincidentally both Ohio State graduates. They had become incredible mentors to 
me after my family went through a very complicated divorce my junior year. I knew 
when I was awarded the Land Grant Scholarship I had been given a tremendous 
opportunity, which I would not take for granted. 

During my first year of college I took advantage of every chance to get involved. 
I started working as a student assistant in the Food Science Lab through the Land 
Grant Work-Study Program, and I became very active in Undergraduate Student 
Government. As time went by I found myself worrying less and less about money 
and beginning to consider opportunities that I never would have dreamed were fea- 
sible when I applied to Ohio State. By winter quarter my freshman year I made 
the most adventurous decision of my life thus far when I applied to study abroad 
in China during the upcoming summer! It was truly a life-changing experience, and 
after I came home that summer I felt as though there was no opportunity beyond 
reach. 

The next fall I became involved in undergraduate research and began a new job 
as a student assistant in the newly created Economic Access Initiative, working 
with Tally Hart and Laura Kraus. I will never forget the first time I met with Tally 
and she told me about the research which had shown that the most qualified stu- 
dents in the lowest income quartile attend college at a much lesser rate than the 
least qualified students in the highest income quartile. I was, and continue to be, 
outraged by this fact! I worked with Tally and Laura to establish a student advisory 
group and to identify more than 400 first-generation college graduates among the 
faculty at Ohio State to begin spreading the college access message. 

I am still very much involved with the Economic Access Initiative, although not 
as a student worker. I continue to serve as a strong advocate of educational access. 
Former OSU football coach Woody Hayes said, “You can never really give back, but 
you can always pay forward,” and I have found my own way to “pay forward” the 
opportunities I have been given by serving other disadvantaged students. This fall, 
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with the support of a dedicated group of students from across campus, I founded 
a new student organization called Students for Equal Access. Our mission is to 
serve as informed advocates for equal access to higher education and to create a so- 
ciety that allows all qualified students an equal opportunity to pursue higher edu- 
cation regardless of income level or background. We serve two primary functions. 
First, we present and promote information about college access to both student 
groups and the community, and second, we facilitate college visit programs for grade 
school students. We know from research that college students can be powerful influ- 
ences in convincing younger students that they can attend college, and we are work- 
ing diligently to amplify this message. 

As I reflect back on all the many opportunities I have been able to take advantage 
of during my undergraduate career, including studying abroad, conducting research, 
serving on the Board of Trustees, and creating a new student organization, I realize 
that all of these opportunities would not have been possible without the support of 
the Land Grant Scholarship. Ultimately my story illustrates two fundamental and 
important outcomes of financial aid: when you open the door of education first, you 
are helping the individual student to achieve success. Secondly, and more impor- 
tantly, you are empowering that student to pay forward in society. 

Additionally, I believe my story exemplifies two issues of critical importance, 
which I request this committee support in the future. First, it is important to insist 
on quality. It is critical that qualified students from all backgrounds have access to 
a quality educational experience. This includes access to opportunities such as re- 
search, study abroad, and student involvement. I am sure many students would 
share that some of their most defining educational experiences occurred outside the 
classroom — perhaps in the lab, in a student organization, or in another country. 
Your assurance that students have access to the funds they need for college, as well 
as your support of national research foundations, such as the National Institutes of 
Health and the National Science Foundation, is critical to providing these opportu- 
nities. The Federal grant monies that faculty receive not only fund cutting edge re- 
search, but also create many valuable opportunities for graduate and undergraduate 
students. 

Secondly, it is vital to value diverse educational programs. As I have shared in 
my story, it was my high school agricultural education program that had a huge 
impact on my decision to attend college. I know for some of my peers it was an art 
or music program that kept them in school and encouraged them to go on to college. 
I cannot tell you how valuable these co-curricular programs are for reaching urban 
and rural students who are attending college at much lesser rates than their subur- 
ban peers. Unfortunately, in struggling school districts these are often the first pro- 
grams to be cut, compounding the barriers to educational access. I have seen this 
first hand as the three teacher agricultural education program at my former high 
school has been reduced to just one teacher. It is important to recognize and support 
creativity and diversity in education and realize that a standardized, cookie-cutter 
approach is not the best way to increase educational access. 

I believe many students at Ohio State and across the country, including myself, 
share the sentiments of Abraham Lincoln, who said, “I view education as the most 
important subject which we as a people can be engaged in.” I believe that there is 
no other investment that the Federal Government can make that will have a higher 
rate of return than education. Providing equal access to quality education is the 
most fundamental key in solving many, if not all, of the problems facing our society 
including issues such as job loss, poverty, and building a more prosperous economic 
future. 

Senator, I thank you and the committee for your service and dedication to stu- 
dents and our country’s future. I would be glad to respond to questions about these 
comments or any other issues of interest to you and the committee. 

Senator Brown. Thank you for that. 

The Woody Hayes quote, my daughter used that exact quote 
when she spoke to her high school graduation class many years 
ago. 

Ms. Van Camp. It’s a great quote. 

Senator Brown. Ms. Hart. Thank you for joining us. 
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STATEMENT OF NATALA K. HART, SENIOR ADVISOR FOR 
ECONOMIC ACCESS, OHIO STATE UNIVERSITY, COLUMBUS, OH 

Ms. Hart. Senator and members of the HELP Committee, my 
name is Tally Hart, I am the Senior Advisor for Economic Access, 
here at Ohio State University. 

I applaud your effort to hold this hearing at a time that action 
is needed to assure our citizens of the Federal commitment to post- 
secondary education, especially to access into even an institution as 
large as Ohio State. 

We’re committed, as Debra has already said, to our Land-Grant 
tradition of educating students of all income levels. We’ll continue 
to devote significant institutional resources to secure the education 
of needy students. A strong and clear Federal commitment is also 
urgently needed, particularly to support continued availability of 
student loans. 

Student loans are crucial to the foundation of our country’s eco- 
nomic success. I ask your action in three ways to assure that that 
educational opportunity continues. 

First, to encourage legislation that will provide a certainty that 
financial aid will continue, and student loans will continue, despite 
the challenges in the banking industry. 

Second, to increase loan limits and funding for Perkins Loans, so 
that needy students may be assured of adequate financing, without 
relying on higher interest private loans, and credit cards. 

And third, to provide support for growth in direct lending, so 
that increased participation in that program does not reduce serv- 
ice to students who are already part of the program. 

To my first point, there’s historic evidence that when student aid 
reductions are even discussed, students believe that aid is not 
available, and opt out of college. This occurred in 1982, following 
the proposal by President Reagan to totally dismantle Federal stu- 
dent financial aid. It occurred again in 1986, when limits were 
placed on student loans. 

Students said then, as they say now, “A student aid cut never 
heals.” I provided some charts to your staff that show that over 
those years, even though Congress continued to support student fi- 
nancial aid, students stopped going to college. As you would sus- 
pect, it was not high-income students who stopped going to college, 
but rather, middle- and low-income students. 

I find it very paradoxical that information about the availability 
of student aid is difficult to disseminate to needy students, but 
even the possibility of lack of student aid has such a powerful im- 
pact in decreasing participation. 

My second point is, we need to increase the Federal student loan 
limits and Perkins Loan funding, so students can have sufficient 
funding without higher loan costs and credit card use. 

Included in my testimony is a study funded by the Lumina Foun- 
dation by Dr. Shoumi Mustafa, who’s here with us today, that 
shows improved retention and completion of Pell-eligible students 
when they have sufficient funds, largely through low-interest loans. 

[Editor’s Note: The above referenced study was not available for inclu- 
sion at time of print.] 
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This improvement was accomplished by increased Perkins Loans, 
here at Ohio State, but could have been equally accomplished by 
higher limits on Stafford Loans. Simply put, without adequate 
funding, needy students can not remain to pursue their degree at 
rates comparable to their more affluent counterparts. 

Third, we ask your support of the administration of direct lend- 
ing at a level concomitant with the growth in the program. Ohio 
State has long held the view that both FFELP and direct-lending 
programs provide what is the best option by producing a kind of 
competition, giving better terms for students in institutions, and as 
you know, Ohio State is the Nation’s largest direct lending institu- 
tion, both in terms of number of students, and dollars of loan vol- 
ume. 

This program has been especially important to our talented pro- 
fessional students, here at the Moritz College of Law. Our law stu- 
dents begin each year earlier than other programs, and would be 
especially hard-hit if administrative support of direct lending de- 
layed their student loans. We encourage your increase to USED to 
provide the administrative support for these critical loans. 

Another aspect of Ohio State’s extraordinary commitment to ac- 
cess for low-income and first-generation students, is reflected in the 
formation of the office where I serve. It helps assure that Ohioans 
have information and research in programs to guide the steps to 
go to college. 

Over the past decade, Ohio State has achieved what may be the 
gold standard in closing college gaps in the rate of enrollment, and 
rate of graduation between low-income and high-income students. 
Having closed the gap between those rates was not sufficient to 
achieve the goals as a land-grant institution, and as you heard 
President Gee describe us, the institution of the American Dream. 

Our office was created to increase the rate of low-income stu- 
dents going onto college in Ohio, anywhere, and then to increase 
the rate of first-generation Ohio students who go onto graduate and 
professional programs. 

I’d like to tell you, rather than about the programs, about some 
of the students who are products of those efforts. You’ve already 
heard from Deb Van Camp, who is an outstanding example of those 
efforts. A student we work with, Katie Newman, is both a Mount 
Leadership Scholarship Student, and another Land-Grant Oppor- 
tunity Scholar. Coming from a small southern farm, Katie rep- 
resents our outreach to rural, as well as urban and suburban stu- 
dents, to identify the best and brightest, and assure them an Ohio 
State education. 

Semaki Corfias is also a first-generation college student, and a 
Land-Grant Scholar. He’s been a leader in creating a student-based 
vision for access at Ohio State. You may recognize him from the 
recent Ohio State Alumni magazine, that includes a number of our 
450 faculty members who serve as role models, because they, too, 
were the first in their family to graduate from college. 

I know she’s in the audience, I’ll ask Sanja Shaw to stand up, 
if she would. Sanja was admitted to undergraduate study that will 
lead directly onto medical school, arguably our most competitive 
entering program. Along the way, Sanja participated in an honors 
Social Justice emerging program, studying and doing community 
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service related to access. Sanja has voluntarily extended that com- 
mitment, and is now working on an access program designed to 
work through pediatricians that serve low-income areas, and reach 
low-income students. 

We have a number of other students who have continued in simi- 
lar programs, already paying forward, to use Debra’s term. We 
have a major goal at Ohio State that all — this is a big goal — that 
all OSU students who engage in any kind of community service, go 
out to their community service prepared to learn about access, and 
carry messages of college access to the children and families they 
encounter while they’re doing that community service. 

You know we’re a big campus. You may not know that nearly 
10,000 students engage in community service while attending Ohio 
State, and we’ve recently been recognized on the national level for 
an honor roll for community service. Imagine the power of those 
students, not only doing their community service, but also assuring 
students and children that they reach to have someone to talk to 
them about college and college being possible. 

We’re working with our partnerships in various professionals, 
the trio programs, financial aid professionals, and the College Ac- 
cess Network, represented here today with Dr. Reginald Wilkinson. 
This will be a major effort within the entire Ohio State community, 
by our students, providing that kind of access message. 

Information from efforts like the Economic Access Initiative is es- 
sential, but would be one hand clapping without student financial 
aid. 

Senator, we appreciate the support you’ve provided to students, 
through student financial aid, and again, thank you for being here 
on campus not only to hear about, but to also see our students, and 
understand the enormous positive impact investment in them will 
have on our Nation’s future. 

I’d be glad to respond to questions later, thank you. 

[The prepared statement of Ms. Hart follows:] 

Prepared Statement of Natala K. Hart 

Senator Brown and Members of the U.S. Senate Committee on Health, Education, 
Labor, and Pensions, my name is Natala K. (Tally) Hart. I am the Senior Advisor 
for Economic Access at The Ohio State University. I applaud your effort to hold this 
hearing at a time action is needed to assure our citizens of the Federal commitment 
to postsecondary access and at the Nation’s largest institution. We, at Ohio State, 
stand committed to our Land Grant tradition of educating students of all income 
levels. We will continue to devote significant institutional resources to secure the 
education of needy students, a strong and clear Federal commitment is also urgently 
needed, particularly to support the continued availability of student loans. 

Student loans are crucial to educational opportunity that is the foundation of our 
country’s future economic success. I ask your action in three ways to assure that 
educational opportunity continues: 

1. Encourage legislation that will provide a certainty that financial aid will con- 
tinue despite the challenges in banking and student loans. 

2. Increase loan limits and funding for Perkins Loans so needy students may be 
assured of adequate financing without relying on higher interest loans and credit 
cards. 

3. Provide support for the growth in Direct Lending so that increased participa- 
tion in that program does not reduce service to students. 

To my first point: There is historic evidence that when student aid reductions are 
even discussed, students believe that aid is not available and opt out of college. This 
occurred in 1982 following the proposal by President Reagan to totally dismantle 
Federal student financial aid. As students said then, a student aid cut never heals. 
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The charts show that it heals, but over years and at the loss of many talented stu- 
dents required by the national economy. It is paradoxical that information about the 
availability of student aid is so difficult to convey, but lack of student aid — even as 
a possibility — causes dramatic decreases in participation. 

Second, increase loan limits and Perkins Loan funding so students can have suffi- 
cient funding without higher interest loans and/or credit card use. Also included in 
my testimony is a study funded by the Lumina Foundation, by Dr. Shoumi Mustafa, 
also here today, that shows improved retention and completion of Pell eligible stu- 
dents when they have sufficient funds. This improvement was accomplished through 
use of increased Perkins Loans but could also be accomplished with higher loan lim- 
its on Stafford Loans. Simply put, without adequate funding, needy students cannot 
remain to pursue their degrees at rates comparable to their more affluent counter- 
parts. 

Third, we ask that you provide support to the administration of the Direct Lend- 
ing Program at a level at least concomitant to the growth in that program. We have 
long held the view that both FFELP and Direct Lending provide what is needed for 
the best options for students and institutions. As you know, Ohio State is the Na- 
tion’s largest Direct Lending school both by number of students and dollar loan vol- 
ume. This program has been especially important to our talented professional stu- 
dents here at the Moritz College of Law. Our law students begin each year earlier 
than programs and would be especially hard hit if the administrative support of Di- 
rect Lending delays their student loans. 

Another aspect of Ohio State’s extraordinary commitment to access for low income 
and first generation students is reflected in the formation of our Economic Access 
Initiative to assure that Ohioans have information, research, and programs to guide 
the way to the steps to college. Over the past decade, Ohio State has achieved what 
may be the gold standard in closing gaps in the rate of enrollment and rate of grad- 
uation between low and high income students. Having closed the gap between rates 
for low-income students was not sufficient for Ohio State’s goals as the Land Grant 
institution and, as President Gee describes us, the institution of the American 
Dream. The Economic Access Initiative was created to increase the rate of low-in- 
come students going to college in Ohio and to increase the rate that first generation 
Ohio State students going on to graduate or professional programs. 

Rather than describe the programs, I’d like to tell you about the students who 
are products of Ohio State’s efforts. You’ll also hear from Deb Van Camp, another 
outstanding example of these efforts. 

Katie Newman is both a Mount Leadership student and a Land Grant Oppor- 
tunity Scholar. Coming from a small southern farm, Katie represents our outreach 
to rural as well as urban areas to identify the best and brightest and assure them 
an Ohio State education. 

Semaki Corfias is also a first generation college student and also a Land Grant 
scholar from a farm background; he has been a leader in creating a student-based 
vision for access at Ohio State. You may recognize him as the cover person on the 
most recent edition of Alumni Magazine that includes a few of our more than 450 
faculty members who serve as role models since they, too, were the first in their 
families to graduate from college. 

Sanjna Shah is a MedPath Scholar, admitted to undergraduate study going di- 
rectly on to Ohio State’s College of Medicine. Along the way, Sanjna participated 
in an Honors Social Justice Immersion Program studying and doing community 
service related to access. Sanjna has voluntarily extended that commitment and is 
working on an access program for pediatricians serving low-income children. 

Amy Wade, both a colleague and Ph.D. candidate, has just begun Blueprint Col- 
lege, a 6-week program for 4th and 5th graders’ parents from five Columbus City 
Schools with highest rates of free lunch recipients. The program will teach parents 
about college going and help us research what they need to know. Amy 
Baumgartner is part of the student corps in Blueprint College and will provide simi- 
lar interactive lessons to 4th and 5th graders of those parents. 

Patty Cunningham is working with us in her leadership class for African- 
American males, studying, among other issues, what helped them come to college 
and what deterred their friends who did not go to college. Our partnership includes 
the Todd Bell Center for the Study of the African-American Male. 

We are also working on a major goal: having all OSU students who engage in 
community service prepared to learn about and carry messages of college access to 
the children and families they encounter while doing community service. You know 
we are a big campus; you may not know that nearly 10,000 students engage in com- 
munity service while attending Ohio State. We’ve been recognized at the Federal 
level on the Honor Role for Community Service. Imagine the power of those stu- 
dents not only doing their community service, but also assuring children with no 
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one to talk about college that college is possible for them. We’re working with part- 
nerships with the TRIO professionals, financial aid professionals, and the Ohio Col- 
lege Access Network, represented here with us today by Dr. Reginald Wilkinson. 

Information from efforts such as the Economic Access Initiative is essential, but 
would be one hand clapping without student financial aid. 

Senator, we sincerely appreciate the support you have provided to students 
through student financial aid. Thank you for being here on campus to not only hear 
about but, also see our students and understand the enormous positive impact an 
investment in them will have on our Nation’s future. 

I would of course be glad to respond to questions about these suggestions and any 
other issues of interest to you and the committee. 

Senator Brown. Thank you very much, Ms. Hart. 

I like the statement you made — how did you say it? A student 
aid cut never heals? 

Mr. Kohne, thank you for joining us. 

STATEMENT OF DON KOHNE, MANAGING DIRECTOR, STUDENT 
LENDING WORKS, CINCINNATI, OH 

Mr. Kohne. Good morning, Senator, and thank you for having 
me here today. 

As you said, I am Donald Kohne, Managing Director of Student 
Lending Works, based in Cincinnati, OH. We are the State of 
Ohio’s designated nonprofit student loan lender. Our public pur- 
poses mission is to help Ohioans afford a higher education. By uti- 
lizing our partnership with the State, our nonprofit status, and our 
access to tax-exempt funding, we offer the lowest cost loans of any 
lender in Ohio. 

We are a subsidiary of Knowledge Works Foundation, Ohio’s 
leading philanthropic education foundation, which has invested 
more than $100 million into transforming Ohio’s education system. 

In my over 20 years in working in the FFELP, I have never seen 
a more challenging time for the program. The primary challenge 
facing most FFELP lenders is our current inability to obtain the fi- 
nancing necessary to make student loans in the upcoming academic 
year. 

Most student loans are financed with debt, either at origination 
or at a later time. The collateral damage caused by the sub-prime 
mortgage crisis has significantly impacted those securities backed 
by federally guaranteed student loans, and the capital markets for 
student loan-backed securities is virtually shut down. 

In the first quarter of 2008, and for the first time in 40 years, 
no financings for student loans were completed. The current State 
of the student loan capital markets presents a crisis on a large 
scale for students and their families, a point made quite clearly by 
witnesses at a Senate Banking Committee hearing last week. 

There are some who claim the crisis does not exist. Let me be 
very clear — this crisis does exist, its effects will be felt very soon 
on college campuses throughout the Nation, as we’re already seeing 
lenders exit the market, and/or suspend their programs without 
warning. 

Already, to date, 61 FFELP lenders, representing 14 percent of 
last year’s volume, and 21 private lenders have left the program or 
suspended lending for the coming academic year. Action must be 
taken before it’s too late. 

The many consequences of this crisis is that many students may 
not have enough funding to pay for school this autumn. As a result, 
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colleges will see a drop in attendance, especially among those stu- 
dents from lower and middle-income households, many of whom 
are dependent on student loans to cover the cost of attendance. 

One could hope that students and parents could turn to other 
sources of funding to fill the tremendous gap opened by a lack of 
FFELP funding, but the truth is that other sources of financial aid, 
namely the Pell grant, other grants and scholarships, a feasible ex- 
pansion of the direct loan program, and a reasonable use of private 
loans, cannot fill this gap. 

What is the solution? All of the ideas you are currently reviewing 
have some merit, and as is often the case, this crisis will be solved 
through an application of multiple solutions. We believe the key to 
any solution is to understand that we must focus on the FFELP 
program, because it is the existing channel, and like other options, 
it does not need to be created from scratch, or doubled or tripled 
in size. 

FFELP is the single-largest source of financial aid for students 
attending college, having provided $57 billion of the total $70 bil- 
lion in Federal student loans made in academic year 2006-2007. 
Making FFELP work is the most critical component of an effective 
solution. 

We need to examine most closely proposals that will immediately 
make the financial markets operational again, for the purpose of 
funding new student loans this autumn. 

Both Chairman Kennedy in the Senate, and Chairman Miller in 
the House, have proposed bills that would expand the Federal Di- 
rect Loan Program, clarify the authority of the Secretary of the De- 
partment of Education — considered a funder of last resort pro- 
gram — and authorize the Secretary of Education to purchase stu- 
dent loans from lenders. 

While all of these ideas have merit, for reasons stated in my 
written testimony, and in our opinion, these options will not indi- 
vidually, or collectively, generate the amount of capital needed to 
fund the student loan demand this fall. 

There is, however, a proposal on the table that would provide an 
immediate solution to the funding of new student loans for the au- 
tumn with little risk to — and no financial outlay — by the Federal 
Government. If the Department of Education were provided with 
temporary authority to enter into what we call “standby loan pur- 
chase” agreements with lender, whereby lenders would have the 
right, and option, to sell to the Department a specific amount of 
loans, at a specific price, lenders — armed with this authority — 
could go to the capital markets, and raise the funds necessary to 
meet the student loan needs for the upcoming academic year. 

What’s attractive about this proposal is, that it is difficult to con- 
ceive a set of circumstances where the option to sell would actually 
be exercised. The mere existence of this backstop provided by the 
Department of Education would put a floor on the value of the 
loans, and give investors confidence to again purchase student loan 
securities, and the benefit to the Federal Government is that it 
could charge a reasonable fee for providing this service to lenders. 

Standby loan purchase agreement concept is the only option pro- 
posed so far that we believe has a serious chance of injecting 
enough new capital into the student loan system this coming fall. 
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We are pleased that the concept was added to H.R. 5715, and we 
encourage the Senate to add this provision to S. 2815. 

As the State of Ohio’s nonprofit student loan lender, our primary 
purposes is to help Ohioans pay for college. We are confident that 
the standby loan purchase agreement concept will permit us to ful- 
fill this purpose in the academic year. 

Thank you, and I’m happy to answer any questions. 

[The prepared statement of Mr. Kohne follows:] 

Prepared Statement of Donald J. Kohne 

Good Morning, Mr. Chairman, I am Donald Kohne, Managing Director of Student 
Lending Works based in West Chester, OH. We are the State of Ohio’s designated 
nonprofit student loan lender. Our public purpose mission is to help Ohioans access 
and afford a higher education. We serve as an eligible lender of Federal student 
loans under the Federal Family Education Loan Program (FFELP). By utilizing our 
partnership with the State, our non-profit status, and our access to tax-exempt 
funds, we offer the lowest-cost loans of any lender in Ohio. We are a subsidiary of 
KnowledgeWorks Foundation, Ohio’s leading philanthropic education foundation, 
which has invested more than $100 million directly into transforming Ohio’s edu- 
cation system. We were very pleased last summer to welcome Mr. William Jawando, 
your education aide, to our offices and trust he can attest to the much-needed serv- 
ice we are providing Ohio’s students and families. 

I have been in the nonprofit student loan industry for more than 20 years and, 
quite frankly, have never seen so many challenges facing the FFELP program at 
one time. This program serves almost 80 percent of the students and parents who 
need to take out a Federal student loan for the purpose of investing in a college 
education. Together with guarantee agencies and the U.S. Department of Education, 
this program is operated by private-sector lenders, many of whom are nonprofit 
agencies like us who are focused on promoting college access and affordability in 
their particular States. 


THE CRISIS 

The primary challenge facing Student Lending Works and many other FFELP 
lenders concerns our ability to secure the financing necessary to make student loans 
in the upcoming academic year. The subprime mortgage crisis is causing collateral 
damage and significantly impacting those securities backed by federally guaranteed 
student loans. Student loan securities have historically been viewed by investors as 
assets of the highest credit quality because the loans supporting the securities are 
97 percent guaranteed by the Federal Government and have low default rates. Now, 
student loan securities are suffering much the same fate as other classes of asset- 
backed securities of much lower credit quality. As a result of the sub-prime crisis, 
the market for student loan-backed securities has virtually shut down. In the first 
quarter of 2008, no financings for new student loans were completed. A lack of fi- 
nancing at this level hasn’t occurred in 40 years and will force many families to 
forgo school or tap into their home equity or retirement plans to pay for college. 

I have seen a few financial crises in my career, such as the interest rate spikes 
of the early 1980s, the S&L crisis, and the collapse of the junk bond market. This 
is the first time the student loan program and higher education have been so di- 
rectly impacted. The current state of the student loan capital market presents a cri- 
sis on a large scale for students and their families — a point made quite clearly by 
witnesses at a Senate Banking Committee hearing last week. 

There are some who claim that no crisis exists. Let me be very clear. This crisis 
does exist! Its effects will be felt very soon on college campuses throughout the Na- 
tion, as we are already seeing lenders exit the market and/or suspend their pro- 
grams without warning. Action must be taken before it’s too late. 

The main consequence of this crisis is that many students will not have enough 
funding to pay for school this autumn. As a result, colleges will see a drop in attend- 
ance, especially among those students from lower and middle income households, 
many of whom are dependent on student loans to cover the cost of attendance. We 
all know that taking a leave from college drastically increases a student’s likelihood 
of not completing their degree. 

Consider this scenario . . . John Smith, a second-year college student who worked 
hard his freshman year to establish a good grade point average, has received his 
financial aid letter and is told he has a shortfall of $11,000 between the aid he is 
receiving and the cost of attending his college for the next school year. He had 
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planned to make up the difference through Stafford and PLUS loans. The lender 
he used last year is no longer offering loans. He is now forced to find a new lender 
who has funds available. At this point, John and his parents may find that there 
are no lenders available to them because most lenders with available funding have 
already gone through their processes and have disbursed their available funds. 

The alternative is that John Smith and many other students may turn to private 
loans to fund their education. The problem is that the capital markets for these 
loans are in far worse shape than the market for Federal loans. Many lenders are 
also leaving the private loan market. For those remaining in the market, many par- 
ents and students will be unable to qualify for their private loans, as many lenders 
are requiring higher credit scores than last year due to the current credit crunch. 
What makes this situation worse is that many students and their families depend 
on the combination of F ederal student loans and private loans to fund their college 
education. 

As for other sources of funding, for those borrowers who qualify for Pell grants, 
the recent Pell funding increases are unfortunately not nearly enough to allow them 
to attend school this autumn without any borrowing. There simply will not be 
enough other grant and scholarship funding available to help students cover the 
shortfall that will arise from an inability to access student loans. The problem will 
be especially acute on private school campuses where the tuition is typically much 
greater than available grant support. 

The long-term consequences of these funding shortfalls will impact State unem- 
ployment, hinder the cause of Ohio higher education, and damage for years to come 
the vision of the State to develop a highly skilled workforce. Those most impacted 
will be at-risk and first generation college students. 

OPTIONS UNDER CONSIDERATION 

So, what is the solution? All of the ideas you are currently reviewing have some 
merit. As is so often the case, this crisis will be solved through the application of 
multiple solutions. Key to any solution is the understanding that we must focus on 
the FFELP program because it is the existing channel — and unlike other options, 
does not need to be created from scratch or doubled or tripled in size. FFELP is 
the single largest source of financial aid for students attending college. Making 
FFELP work is the most critical component of an effective solution. We need to ex- 
amine most closely proposals that will immediately make the financial markets 
operational again for the purpose of funding new student loans this autumn. 

Both Chairman Kennedy in the Senate and Chairman Miller in the House have 
proposed bills that would expand the Federal Direct Loan Program, clarify the au- 
thority of the Secretary of the U.S. Department of Education concerning the Lender 
of Last Resort program, and authorize the Secretary of Education to purchase stu- 
dent loans from lenders — a process being referred to as the Secondary Market of 
Last Resort. The House last week passed the Miller bill. 

As for the Federal Direct Loan Program, it is not realistic to think that this pro- 
gram can be expanded to the degree needed to meet the funding shortfall facing 
FFELP or to meet the service needs of students and institutions. 

The Lender of Last Resort Program is a provision of the Higher Education Act 
that has previously existed only on paper. The program is untested and would be 
difficult to plan, develop and make operational in time to make a significant dent 
in the shortfall of student loan funding needs for the coming academic year. 

The Secondary Market of Last Resort Program, as described in S. 2815, calls for 
the Secretary to purchase student loans from lenders. Based on the current lan- 
guage of S. 2815, the program would end up being effective only as a mechanism 
for lenders to sell off their portfolios and exit student loan lending. We do not be- 
lieve this is the intent of the bill. Lenders remaining in the program would be ex- 
pected to sell higher yielding loans originated prior to October 1, 2007 (the date of 
enactment for the College Cost Reduction Act), and in turn use such monies to origi- 
nate post-October 1, 2007 loans which are lower yielding. We do not believe that 
lenders will act in tbis fashion. In addition, most student loans are housed in financ- 
ing structures which require that when loans are sold, the proceeds from the sale 
are used to pay bondholders. 


A PROPOSED SOLUTION 

There is, however, a proposal on the table that would provide an immediate solu- 
tion to funding new student loans for the autumn with little risk to and no financial 
outlay by the Federal Government. It is a proposal that has been incorporated to 
some extent into H.R. 5715 passed last week in the House. 
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If lenders were permitted to enter into “Standby Loan Purchase Agreements” with 
the Federal Government, whereby lenders would have the right and option to sell 
to the Federal Government a specific amount of loans at specific times, the lenders 
could go to the short-term money markets, as distinguished from the long-term 
securitization markets, and raise the funds necessary to meet the student loan 
needs for the upcoming academic year. 

What is attractive about this proposal is that it is difficult to conceive of a set 
of circumstances in which the option to sell to the Department would actually be 
exercised, and lenders would end up actually selling loans to the Department. The 
mere existence of this backstop will put a floor on the value of the loans and give 
confidence to investors to again purchase student loan securities. The benefit for the 
Federal Government is that it can charge a reasonable fee to the lenders in return 
for providing this backstop. 

The “Standby Loan Purchase Agreement” concept is the only option proposed so 
far that has any serious chance of injecting enough new capital into the student 
loan system to ensure that all Ohio parents and students will be able to pay their 
college bills come July through October. 

We are pleased that the concept was added to H.R. 5715 and would encourage the 
Senate to add this provision to S. 2815. 

As the State of Ohio’s nonprofit student loan lender, our primary purpose is to 
ensure that Ohioans can pay for college. We are confident that the “Standby Loan 
Purchase Agreement” concept will permit us to fulfill this purpose in the upcoming 
academic year. Without it, this purpose will be severely compromised — and it is 
Ohio students, parents, and citizens who will pay the price. 

Thank you! I am happy to answer any questions. 

Senator Brown. Thank you very, very much. 

Just to clarify — you only do FFELP loans? You obviously do di- 
rect loans, you don’t do private loans, either? 

Mr. Kohne. Recently we started a program to offer private loans 
through another party — National City Bank and another private 
lender. A couple of weeks ago, we had to stop the program, and we 
don’t know what direction we’re going to go in, in the future. 

Senator Brown. OK. 

Mr. Kohne. To answer your question, we only offer FFELP 
loans, right now. 

Senator Brown. Mr. Nassirian. Thank you. 

STATEMENT OF BARMAK NASSIRIAN, EXECUTIVE DIRECTOR, 

AMERICAN ASSOCIATION OF COLLEGIATE REGISTRARS AND 

ADMISSIONS OFFICERS, WASHINGTON, DC 

Mr. Nassirian. Yes, sir. 

Good morning, Senator, thank you for this opportunity to appear 
at the hearing and share our views with the committee. 

I am Associate Executive Director with the American Association 
of Collegiate Registrars and Admissions Officers, we are very con- 
cerned about the very issues you raised in your comments, and the 
issues that my colleagues have addressed in their remarks, namely 
the question of access, particularly for low- and middle-income 
Americans who depend on the availability of student aid, and on 
sound Federal policy, to participate in higher education. 

I’m not going to belabor the written testimony, other than to sim- 
ply highlight the points you, yourself, made, namely that we really 
face a crisis in terms of the family resources, available aid, and col- 
lege costs. 

To just recast the statistic you just cited, if you look at the dec- 
ade from academic year 1996-1997 to academic year 2006-2007, 
median family income, adjusted for inflation, actually fell by 1 per- 
cent in the United States. College costs, however, escalated during 
that same period. Public higher education tuition and fees went up 
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by 52 percent, adjusted for inflation, private institutions went up 
by 34 percent. Now, that ought to be alarming. That, in itself, sort 
of tells the story. Families are simply not accumulating assets to 
pay for college costs. What we’ve done — the Federal Government 
has attempted mightily, through the provision of gift aid, and the 
creation of various loan aid programs, to fill the gap, but the fact 
is, an abyss has opened up, and that abyss is being filled with bor- 
rowing. 

It matters enormously for us, collectively, to think about how the 
three pieces of this puzzle are going to come together. 

Now, this committee is chiefly charged with the design of the aid 
programs, and I dare say the success of this committee in facili- 
tating access to college is what’s going to determine whether Amer- 
ican families can look to future income growth. It’s a critical na- 
tional issue that you’re addressing. 

With regard to the aid programs, I’m going to quickly highlight 
some of the points I belabored in my testimony. I think they’ve 
been amply demonstrated by Ms. Miller’s comments, as well as Ms. 
Van Camp’s comment. 

With regard to the design of the loan programs, we really con- 
front issues of program integrity. These issues have inflationary 
consequences. I don’t know anything about the particular institu- 
tion that Ms. Miller was referencing, but the fact of the matter is 
that we have a number of institutions that participate in these pro- 
grams without adequate safeguard for students. It shouldn’t sur- 
prise anybody that costs escalate through the roof at these institu- 
tions, and that they tend to collaborate with lenders in packaging 
very expensive, unconscionably high-rate loans, which most stu- 
dents don’t quite understand at the time that they obligate them- 
selves. 

There is much to be done with regard to program integrity, there 
are two provisions, in particular, that I want to bring to your atten- 
tion. 

One is the so-called “90/10 rule,” which guarantees that institu- 
tions do not rely disproportionately on Federal programs in terms 
of their revenues. If a program has to derive more than 90 cents 
on the dollar for its revenues from these programs, that’s another 
way of, essentially, understanding it to be unable to sell to anybody 
except the neediest students, and that ought to be of concern to the 
committee. 

I’m sorry to say that the committee’s moving in the wrong direc- 
tion on the 90/10 provision, and is actually weakening it. Strength- 
ening 90/10 is one of the first steps the committee could take in 
both controlling costs and improving program integrity, so Ms. Mil- 
ler’s story doesn’t repeat itself. 

Second provision which would be well worth examining would be 
an extension of the default rate window for purposes of calculating 
the official cohort default rate. It is an anomaly, to say the least, 
that when a default occurs, certainly the student is ruined for life, 
because we hound them, into the grave, literally, until we attempt 
to recover as much of the loan as possible. The Federal taxpayer 
tends to be on the hook for the cost, but ironically, the school where 
the loans were taken out is only held liable for a very narrow win- 
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dow of 2 years. It is only those defaults that occur within 2 years 
that count against the school. 

Now, I don’t know of any other arrangement where a vendor 
could actually manufacture so many defaults, by pushing them out- 
side of that artificial window — make arrangements not to have 
them count against the vendor. 

The extension of the cohort default window would be an addi- 
tional remedy that would improve program integrity, and efficiency 
of the programs. 

There is clearly an issue on the collegiate front with costs, and 
the challenge that the committee faces is that the multilateralism 
of the financing system — with the States and the institutions and 
the Federal Government and families, and the students themselves 
being stakeholders who together pay for college — that that chal- 
lenge makes it very complicated for the committee to attempt to 
bring price discipline to college costs. 

One of the first and most constructive steps that the committee 
could take, would be to at the very least, remove those provisions 
of Federal law that serve as cost-drivers. We have too many pro- 
grams, the regulations for those programs do not tend to mesh to- 
gether particularly well. There is an enormous amount of reporting, 
that institutions have to actually hire people to generate, and im- 
provements there could bring quite a reduction in college pricing. 

That’s another area that the committee could examine. 

I’m going to quickly segue to the topic near and dear to your 
heart, namely, private label lending, and propose two steps that 
Congress could take that would significantly improve the situation 
on that front. 

One, the fact that private label loans are nondischargeable in 
bankruptcy has been a very foundational reason for their explosive 
growth. We have essentially rendered lots of these loans economical 
by the fact that they really are no longer loans properly under- 
stood, but indentured instruments. Lenders become indifferent to 
the fact that the borrower shouldn’t be taking that loan out — and 
I suspect Ms. Miller will testify to this — because they’re not really 
tremendously concerned about repayment of the loan obligation, 
they understand that because Federal law privileges the instru- 
ment as nondischargeable in bankruptcy, they essentially own a 
portion of the individual’s income for life. The nondis- 
chargeability provision is one that Congress should re-examine and 
address, because in some ways it has driven the growth of the pri- 
vate label loan program. 

There is a subsidiary step that Congress could take, that this 
committee could examine, and that is — now, I have to point out 
that the nondischargeability issue is not under the committee’s ju- 
risdiction. That’s a jurisdictional issue, but I certainly believe that 
you could — as a member of this committee — play a constructive 
part in promoting that student loans ought to be dischargeable, 
like any other consumer debt. 

The committee does have jurisdiction over packaging practices, 
which have also led to the explosive growth of private label loan 
programs. It is unconscionable that institutions are allowed to put 
private label loans that actually provide revenue to the institution 
on the student’s aid package. The private label loan, that is actu- 
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ally a money-maker for the school, should not be misrepresented to 
students as financial aid. Any more than a car loan you take, at 
market rates, that generates revenues for the car dealership, could 
be portrayed as financial aid. 

These are two steps with respect to private label loans. I will 
very quickly address the issue of Federal lending, and some of our 
concerns, I candidly couldn’t disagree more with my colleague Mr. 
Kohne, in terms of his recommendation on Federal intervention in 
the student loan market. We have been monitoring this situation, 
I am certainly aware that the capital markets are in turmoil, there 
certainly is a credit crunch, it is a global credit crunch, it afflicts 
everybody — not just student loans — and if there is to be a taxpayer 
bail out, I strongly encourage the committee, very carefully, to 
exert its jurisdiction. 

We think the committee has taken a number of very constructive 
steps already. My testimony outlines our support for your LLR pro- 
visions — I candidly doubt that Lender of Last Resort delivered 
through guarantee agencies is ever going to work, because guaran- 
tors don’t have the infrastructure in place to originate loans. 

I do think one of the easier ways in which the committee could 
ensure availability of FFELP loans, would be to allow the Secretary 
to serve as a lender and a guarantor under part B of title IV. If 
you were to do that, the Secretary could use any delivery mecha- 
nism that proves to work, to make sure there is funding available 
for students. 

In any case, the LLR approach, the Lender of Last Resort ap- 
proach, is promising, the authority of the Secretary to purchase ex- 
isting loan assets is certainly agreeable and would bring liquidity 
to the market. The notion of allowing advanced purchases or any 
form of public financing of private portfolios is extremely dis- 
turbing, and it represents a multi-billion dollar bailout with very 
little guarantee of accountability, one, and second — with a kind of 
distortive effect on the market that Congress ought to be very care- 
ful about. 

Finally, I want to join the comments of my colleagues in terms 
of the attention that ought to be paid to the direct loan program. 
Direct loan program suffers one major disadvantage, it’s a legacy 
of the 109th Congress, which played, you know, what can only be 
described as a budget gimmick, and it’s an extraordinarily irre- 
sponsible budget gimmick. We have billions of dollars of loan reve- 
nues going out, taxpayers are on the hook to the tune of almost 
$100 billion of new loan originations per year, and yet Congress de- 
cided in order to record the one-time savings to take the Admin Ac- 
count that is supposed to oversee the proper disbursement and op- 
eration of the loan programs, and poured it over from the manda- 
tory side of the budget to the discretionary side of the budget, 
which means the taxpayers have no assurance, year by year by 
year, that proper oversight is going to be financed. 

Moving section 258 back into the mandatory side of the budget 
would be a tremendous step in the right direction, both to assist 
the Department with scaling up direct lending, if needed, and with 
regard to any kind of oversight of the FFELP program, that I think 
is called for. 
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I will stop there, and would be happy to answer any questions, 
thank you. 

[The prepared statement of Mr. Nassirian follows:] 

Prepared Statement of Barmak Nassirian 

Mr. Chairman and members of the committee, my name is Barmak Nassirian and 
I am Associate Executive Director with the American Association of Collegiate Reg- 
istrars and Admissions Officers (AACRAO). I am honored to have this opportunity 
to participate in today’s hearing and address the important topic of your delibera- 
tions. 

AACRAO is a nonprofit association of more than 2,500 institutions of higher edu- 
cation and more than 10,000 campus enrollment services officials. The campus ad- 
ministrative officials that comprise our membership range from front-line adminis- 
trative staff to senior administrators with primary responsibility for enrollment 
planning, admission, financial aid, records management, advising, programming, 
and other important operations central to the success of students and the efficient 
administration of colleges and universities. 

The public and private benefits of higher education are well-documented. Not only 
does participation in higher education correlate with higher earnings and lower un- 
employment, it is also associated with a wide range of additional social benefits that 
extend from better health to greater civic engagement. Clearly, it is in the Nation’s 
interest to enable as many of our citizens to participate in higher education as pos- 
sible. 

Today’s hearing examines the Nation’s decades-long efforts to ensure broad access 
to higher education for all Americans. The conditions of access generally divide into 
the two categories of academic preparation and affordability. While the latter is the 
specific topic of today’s hearing, it is important to acknowledge the importance of 
proper academic preparation as well. Continued improvements to elementary and 
secondary education should thus be viewed as a critical component of a national 
strategy for greater access to college. Beyond academic preparation, however, stu- 
dents and families confront the challenge of college costs and the question of afford- 
ability. 

In brief outline, affordability can be viewed as the interplay of three distinct fac- 
tors: family incomes, college costs, and available financial aid. I will briefly address 
all three, but focus my comments on Federal policy options on financial aid, particu- 
larly with regard to the more immediate issue of student loans. 

It is important at the outset of any discussion of affordability to emphasize that 
much of the public discourse and most of the media coverage of the issue have fo- 
cused on institutions with exceptionally high nominal prices. Of course, nominal 
prices and actual out-of-pocket expenses tend to be markedly different figures, par- 
ticularly at institutions with high nominal tuition prices. Misperceptions about af- 
fordability are rampant and have emerged as a real concern for their deleterious 
impact on low-income behavior. Higher education advocates are generally alarmed 
at how the public typically overstates college prices, and worry that families and 
students may base their decisions about college on incorrect or incomplete informa- 
tion about actual costs. Nominal tuition and fees at public 2-year institutions for 
2007-2008 stood at $2,361, while the figures for public 4-year and private 4-year 
institutions were $6,185 and $23,712 respectively. On average, full-time students re- 
ceive about $2,040 in combined aid at public 2-year institutions, $3,600 at public 
4-year institutions and $9,300 at private 4-year colleges. It is important to note that 
these are average figures, and that the amount of aid is generally higher for lower- 
income students. 

These figures should be somewhat reassuring in that they paint a better overall 
picture of access than the one based solely on nominal tuition trends at a handful 
of institutions. Yet the gap between the actual costs of higher education and family 
incomes has been widening. Between 1996-1997 and 2006-2007, while real median 
family income declined by 1 percent, inflation-adjusted tuition and fees increased at 
public 4-year institutions by 52 percent and at private 4-year institutions by 34 per- 
cent. The decline in real incomes of many families represents the greatest nation- 
wide barrier to college. Reversing this alarming trend requires a strategy to promote 
greater participation in higher education, particularly for lower-income Americans, 
a responsibility that has historically been assigned to this committee. 

As the committee deliberates about policy options to broaden access, it should pay 
attention to the interaction of postsecondary pricing issues and Federal aid pro- 
grams. On the pricing front, a central challenge facing Federal policy is the creation 
of incentives for all stakeholders in the financing system to contribute their fair 
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share in support of higher education. This requires better coordination with the 
States and the institutions to control costs. It also requires a candid review of the 
extent to which Federal regulations create added- and at least in some cases, unnec- 
essary-costs for institutions. 

In its design of Federal aid policies, the committee should examine simple im- 
provements to program integrity that could simultaneously control costs and im- 
prove access. The Federal financial aid programs are supplying a disproportionate 
amount of Federal subsidies to the for-profit participants in the system. In the aca- 
demic year 2005-2006, for example, while the for-profit sector’s share of total enroll- 
ments was only 6 percent, it accounted for more than 19 percent of Pell grant funds 
and for about 37 percent of officially recorded defaults. While for-profit providers 
can play a constructive role in postsecondary education, it is clear that they are be- 
coming increasingly dependent on the Federal Government as their primary source 
of revenues and profits. The committee can improve accountability and program ef- 
fectiveness in this sector by limiting the percentage of revenues it derives from aid 
programs to a reasonable amount. Unfortunately, the sector has successfully argued 
against meaningful restrictions on its receipt of Federal dollars. The concern here 
is not solely that dependency on Federal dollars is highly inflationary, which it is. 
The committee should also be wary of the quality of programs that find no paying 
customers but student aid programs. 

Beyond its leadership in advocating for better funding of existing student aid pro- 
grams, the committee should also examine the improvements it can make to the 
basic design and configuration of these programs. To its credit, the committee has 
made great strides in this connection over the course of the past year. The higher 
education community stands ready to work with the committee in making further 
improvements to aid programs, particularly in connection with the Academic Com- 
petitiveness and the SMART Grants, to remedy their current shortcomings. 

Any discussion of affordability would be incomplete without recognizing the grow- 
ing role of student loans as an instrument of access. It is important to note that 
responsible borrowing can indeed be viewed as an investment in education. Regret- 
tably, there is evidence that some students may be so culturally averse to borrowing 
that they give up on or postpone higher education in order to avoid debt. Students 
and families should clearly understand that borrowing can in fact pay dividends if 
undertaken carefully and responsibly. 

Having made the positive point about borrowing, we should also note some of the 
more alarming trends in student loans. First, borrowing has grown significantly. 
Federal loans grew 51 percent in inflation-adjusted dollars in the decade from 1996- 
2007 to 2006-2007. Second, over this same period, the more affordable Subsidized 
Stafford loans dropped from 54 percent of total educational loans to 32 percent, 
while much more expensive private loans grew by 12 percent. This committee de- 
serves special recognition for its efforts to reverse this worrisome trend and for the 
significant improvements it has made to the terms and conditions of Federal stu- 
dent loans since 2007. These improvements include reductions in interest rates and 
important new repayment options that will make student loans far more affordable 
and more manageable for borrowers. 

As the committee is quite aware, the student loan industry and its supporters 
have for a number of months issued stern warnings about the impact of the global 
credit crunch on student loans. We have been carefully monitoring the availability 
of student loans, and have yet to document a single case of an eligible student being 
unable to obtain a Federal student loan. The situation is quite different with pri- 
vate-label loans, particularly at low-quality, high-cost, for-profit institutions. This 
latter category is quite analogous to subprime mortgages that are at the very root 
of the global crisis of structured finance. These tend to be predatory loans that were 
actively marketed by loan companies to students who were unlikely to be able to 
ever repay them. The probable disappearance of these loans, far from constituting 
a “crisis” as some have argued, is a positive development. 

We do acknowledge that significantly increased funding costs for a subset of lend- 
ers — i.e., those that rely on securitization or auction-rate securities to fund their 
student loan portfolios — may drive them out of the student loan market temporarily. 
This does not, in itself, justify a Federal bailout of troubled companies as some have 
proposed. These companies reaped unconscionable profits over the course of the past 
decade, and should be allowed to deal with the vicissitudes of the capital markets 
on their own. 

While Congress should rightly remain indifferent to the financial difficulties of 
particular companies, it does have a legitimate interest in ensuring that systemic 
difficulties do not frustrate Federal policy goals. There is every reason to believe 
that bank-based Federal student loans will continue to be widely available through 
balance-sheet lenders over the short-term and that any liquidity problems will be 
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ultimately resolved through concerted global action on the credit crunch. But to 
avoid the slightest possibility of a disruption, the committee has decided to take a 
number of preemptive steps, which we applaud. We would also like to provide addi- 
tional policy options for you to consider. 

First, we support the immediate creation of an operational Lender-of-Last-Resort 
(LLR). In our view, however, relying on the existing network of guaranty agencies 
is unlikely to work if a real crisis were to materialize by the beginning of the next 
academic year. Guaranty agencies simply do not have the infrastructure in place to 
originate loans, and would only slow down the loan origination and disbursement 
processes. A far more effective delivery option would be for the committee to author- 
ize the Secretary of Education to serve as a lender and guarantor under Part B, 
Title IV of the Higher Education Act. With this authority in place, the Secretary 
would be able to contract with any entity, including guaranty agencies where appro- 
priate, that are deemed to be capable of serving as a safety net in the event of a 
real crisis. 

In addition, we encourage the committee to take steps to ensure that any LLR 
program it authorizes does not inadvertently become yet another stand-alone loan 
program alongside “regular” guaranteed student loans and direct loans. An LLR 
program that can be activated by schools, and operated by guaranty agencies with 
Federal funding and 100 percent Federal guaranties, would almost certainly become 
an instrument of self-dealing by schools and guaranty agencies. We hope the com- 
mittee imposes meaningful criteria for activation of any LLR programs it puts in 
place. 

Second, we support the committee’s authorization of Federal purchases of feder- 
ally guaranteed student loans to address any liquidity problems, but doubt that this 
policy can be implemented in time to be of use in addressing short-term liquidity 
problems. We specifically urge the committee to be wary of creating a Federal sec- 
ondary market without adequate protections for the taxpayers. We also believe that 
the Secretary of Treasury should approve the expenditure of Federal funds for pur- 
chases of guaranteed student loan assets. Furthermore, we strongly advise against 
authorizing advance Federal purchases of future loan assets because this would ef- 
fectively create a new futures market in which Wall Street would be allowed to bet 
on interest rates against the Secretary of Education, or worse yet, against this com- 
mittee. 

Third, we are very concerned about allowing student loan companies to access 
Federal funding, for example, through borrowing from the Federal Financing Bank. 
While a large-scale experiment of Federal funding may provide the Federal Govern- 
ment with a market mechanism to price the correct subsidy rate for bank-originated 
loans, it is unlikely that this could be done in time to serve as a safety net for the 
coming academic term. A more likely outcome, therefore, would be a Federal bailout 
of inefficient lenders at the expense of balance-sheet lenders that have already indi- 
cated they plan to continue and grow their federally guaranteed student loan prod- 
ucts. 

Fourth, we strongly support the committee’s proposed enhancements to the Fed- 
eral PLUS program. We believe that these improvements will make PLUS signifi- 
cantly more attractive to parents, who will be able to use it as an excellent alter- 
native to expensive private-label loans. 

Finally, we believe the committee should also use the Direct Loan program as an 
additional delivery option. Specifically, the Secretary should be instructed to take 
the necessary steps to allow that program to serve as a safety net for borrowers. 
In connection with direct lending, which has fallen into some measure of disrepair 
under this Administration’s stewardship, an important step the committee should 
consider is the restoration of mandatory administrative funding to Section 458 of 
the Higher Education Act. One of the most irresponsible one-time budget savings 
of the 109th Congress was its decision to move funding for oversight and adminis- 
tration of the billions of mandatory dollars flowing through the loan programs to 
the discretionary side of the budget. Restoring Section 458 funding would provide 
the Secretary with the resources needed for a coordinated Federal response should 
a crisis actually materialize. 

I thank the committee and its membership for their distinguished record of lead- 
ership on these important issues, and appreciate the opportunity to share these 
comments with you. We stand ready to assist you with our shared goal of fulfilling 
the Nation’s promise of educational access for all Americans. 

Senator Brown. Mr. Nassirian, one brief comment, and then I 
want to start the questioning with you, Ms. Miller. 
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The bankruptcy provisions you talked about, Senator Kennedy, 
and Senator Dodd, the Chair of the Banking Committee, and I and 
a handful of others are working on legislation that creates a prohi- 
bition on private loans for 5 years if someone goes into foreclosure. 
They’ve already obviously had enough problems with their credit 
and we want to try to remove that provision. 

Mr. Nassirian. I appreciate that, we’re very grateful. 

Senator Brown. First of all, all of your statements will be en- 
tered into the official Health, Education, Labor, and Pensions Com- 
mittee record, and all of the discussion we have now will also be 
included. When I ask questions, I want to ask questions of each of 
you individually, but as I do that, if any of you want to comment 
on something, just speak up and we’ll do that. 

Ms. Miller, run through for me what exactly happened with 
you — take me through the process, from when you got your finan- 
cial aid for Brooks Institute. What kind of information did you re- 
ceive from their financial aid office? Were there multiple lenders 
you considered? Walk me through that process, what you were told, 
and what you weren’t told? 

Ms. Miller. When I initially got involved, I specifically wanted 
just Federal loans, because that’s all I was really used to — I wasn’t 
aware of private lenders at that time. 

Senator Brown. At OU, you had only done 

Ms. Miller. Federal subsidized and unsubsidized, and I think I 
had the Pell grant, and I had a couple of other smaller grants to 
help me get through. 

With Brooks, in particular, the only lender that they offered at 
the time was Sallie Mae, so I wasn’t aware of any other lenders 
at the time, and there was very little information. 

They actually didn’t have anyone from Sallie Mae there, to help 
you go over the paperwork, to kind of understand what you’re get- 
ting into. The only person that was actually there was one person 
in the financial aid office who couldn’t really even answer the ques- 
tions that I had at that point. 

Basically, Sallie Mae was the only thing offered, and you basi- 
cally signed the promissory note right there without really being 
walked through it. Had I known these were at 18 percent, there 
is absolutely no way I probably would have gotten involved, even 
though the desire to be educated in photography was — obviously, 
it’s a passion of mine, so I probably would have done it at any cost. 
I think even then, knowing that when you add up the education 
over those years, that you know that your repayment is going to 
be probably unfeasible, so I kind of wish I had been more informed 
about private loans, and how they work with students, at the time. 

Even so, Sallie Mae is completely uncooperative. With a $21,000 
loan, my payments from which they have rescheduled — these fig- 
ures are absolutely astronomical. For a $21,000 loan, which is less 
than a year of education, mind you, that it’s 9 months — they have 
me at 18.276 percent, and their figures and calculations, for the re- 
payment schedule which an average student would be one, which 
is anywhere from, I guess, 25 to 30 years — mine is extended as 
long as you can probably get it. My numbers, for the total of pay- 
ments for a $21,000 loan over 30 years is $102,443.38. 
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You’re talking almost $70,000 worth of interest, on a $21,000 ini- 
tial educational loan. When I first started getting these letters, I 
literally thought that they were printed wrong. I thought, there is 
absolutely no way this is correct. I actually went to a bank, and 
I talked to them, and I said, “Can I refinance this? Or, how does 
this work? How do I do this?” And, literally, the people at the bank, 
the lenders literally cracked up in hysterical laughter. They said, 
“You need to call Sallie Mae, there’s no way these numbers can be 
right.” 

Sure enough, I go back to Sallie Mae, I go back to the lender, 
and so basically a monthly payment would be anywhere from about 
$630 to almost $700 a month — which I’m completely 

Senator Brown. For 30 years. 

Ms. Miller. Over 30 years, yes. I explained to them, I said, you 
know, “I’m willing to pay” — you have to realize when students get 
into debt, these are, for the most part, responsible individuals who 
want to better themselves and their communities, they’re not out 
to gouge and run away from financial responsibility — that’s not the 
point. Because, when you get into these situations, and you have 
to start looking at, as you’re getting older, and a lot of kids, they 
end up having families and they’re looking at their school loans, 
and it’s basically probably the largest hindrance, I’d say, even to 
most mortgages. 

I mean, I see kids coming out of Brooks, and they have, literally, 
$2,000 and $3,000 a month expectancy in repayment, right off the 
bat. The sad thing is that Sallie Mae won’t cooperate. Because 
when I spoke with them — once I actually did get a hold of them, 
which mind you took about 6 months for them to return a phone 
call, I said, “Look, most repayments, anywhere from $200 to $400, 
I’d be happy to send that, if there’s any way we can re-route this 
interest rate, or if you could just cooperate on any level,” and the 
answer is, “Absolutely not.” 

Even if you send money to show that you’re not — because most 
people don’t want to default on educational loans, because it’s obvi- 
ously going to catch up with you in the long run, so even when I 
was sending anywhere from $200 to $400 a month, or anything in 
general, even if you send $50 a month, they don’t really count that 
off of what your educational loan is. They basically look at that as 
you are just refusing to cooperate and pay. 

Even if you do send the money, if it’s not exactly what you’re ba- 
sically signed up for, they’re still going to call you and harass you 
and the harassment calls are absolutely rude. We’re talking name- 
calling, I mean, it’s gotten pretty dirty with Sallie Mae on the 
phone, so usually I just have to hang up. Because it’s nearly impos- 
sible to figure out how you’re going to cooperate with them, or 
them to cooperate with you. 

The whole situation’s been stressful, not only for myself, but for 
a lot of my friends who are also in the field. Like I was saying, a 
student’s going to come out in debt, in the average of $100,000 in 
debt in their repayments. 

I have a friend named Joey Kenalty, he’s one of my colleagues 
that I actually work with in the field, and I would love to speak 
on his behalf — I saw his numbers and he’s literally expected to pay 
$350,000 on $100,000 educational loan. Through Sallie Mae, 
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through Brooks, I think his interest rates are probably anywhere 
from 17 to 20 percent, I’m not exactly sure. 

It’s these types of situations that are deterring students from 
going to get educational loans, because when these things start to 
surface, I don’t think people understand the severity of repayment, 
and just the havoc it can cause on any student, or any individual 
who just wants a higher education, and it’s obviously a system 
that’s completely failing students, just because of lack of informing 
a student when they go to get loans. 

Senator Brown. When did you first realize that your loan repay- 
ment was 18 percent, that you were paying 18 percent? 

Ms. Miller. Probably when I started getting these payment 
schedules and disclosure statements from Sallie Mae, which was 
probably about 6 months after I left Brooks, maybe 3 months — I’m 
not really sure. 

Senator Brown. So, more than a year after you signed up. 

Ms. Miller. Oh, yes. Yes. 

Senator Brown. Did you not know of the availability of the Fed- 
eral program? You knew about it at OU? 

Ms. Miller. Right. 

Senator Brown. But you didn’t know at Brooks you could use 
some of that? 

Ms. Miller. Well, actually, that was actually very confusing be- 
cause apparently Brooks Institute is a private school, so they have 
very little funding from Federal, through certain Federal programs, 
which I didn’t really know. Because I don’t think I actually have 
any Federal loans through Brooks. 

Senator Brown. Mr. Nassirian, could she have gotten some 
through Brooks? She was eligible for some funding from FFELP, 
right? 

Mr. Nassirian. She would have been eligible. We are very con- 
cerned, because the Bush administration early on weakened a 
number of protections that students were entitled to under the 
Higher Education Act. We are concerned that some institutions — 
and I’m not speaking specifically about the one that Ms. Miller at- 
tended — we are concerned that students are not — that proper dis- 
closures are not provided to students, so that students are essen- 
tially, sometimes steered toward the more expensive loan program, 
even though better options exist. 

My suspicion is that she would have been eligible for signifi- 
cantly better borrowing 

Senator Brown. Is Brooks still not telling? Do you know of peo- 
ple who are entering now that are signing up for student loans at 
Brooks, do you have friends there that sort of keep you in touch? 

Ms. Miller. Right. 

Senator Brown. Do they still not know of any Federal program 
they — partly because of the Bush administration’s actions, but 
partly because the school doesn’t step up? 

Ms. Miller. Actually, I think there may — if there is Federal 
funding, it’s very minimal. Because, for an institution like Brooks 
that’s private, the tuition fees for 1 year — even when I was at OU, 
I never had to take out a private loan that wasn’t Federal. If they 
do have them through Brooks, it was probably very minimal, prob- 
ably a couple of thousand dollars at that. You can’t really — they 
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weren’t willing to take out that many nonprivate loans for a school 
like Brooks. 

It’s kind of complicated, because Brooks is a school that was 
bought out by a company called CEC, and a lot of things turned 
around. Because from what I understand, Brooks Institute is not 
even an accredited college at this point. They were under litigation 
in the State of California for being even questionable as an accred- 
ited college. There are a lot of questions — even, concerning the 
school — which stands today. I think a lot of people are kind of con- 
fused on how that all works. 

Senator Brown. OK. Thank you for joining us, and certainly 
chime in on anybody else’s questions. 

Ms. Van Camp, when you began the process, because of your 
achievements and other things, you got some grants and assistance 
that way. What was your experience, you went to Cal Winchester, 
is that right? 

Ms. Van Camp. Yes. 

Senator Brown. What was your experience when you first saw 
what you needed to do? Nobody in your family had gone to college 
before, right? 

Ms. Van Camp. Right. Well, some extended family, but, yes. 

Senator Brown. My wife was the first in her family to go to col- 
lege, she went to Kent State, and she tells stories. She graduated 
almost 30 years ago — and she graduated with about $2,500 in stu- 
dent loans, because the Federal Government then provided way 
more and all of the differences today — but she said she would call 
home while she was in school and her parents didn’t have answers, 
because they didn’t have that sort of college knowledge that is 
passed onto the next generation. She would just hang the phone up 
sometimes and cry, because she couldn’t get the information or the 
advice from her family that they would have loved to have given 
her, if they could have. Walk through that process — when you first 
started figuring out how you were going to finance your education, 
in addition to all of the help you got — 

Ms. Van Camp. Right. 

Senator Brown. But to fill that in — how complicated was it, and 
how do we make that a little bit simpler? 

One more thing, I’m sorry to interrupt 

Ms. Van Camp. That’s all right. 

Senator Brown. And draw upon your leadership now at this 
school, and what you’re hearing from other students? 

Ms. Van Camp. First, I would like to say, looking back at it retro- 
spectively, the only reason I’m not telling the same story that Ms. 
Miller is telling is because I found incredible mentors in my agri- 
cultural educators and people at that school — not necessarily my 
Guidance Counselor, let’s be clear. 

I remember really worrying — before I started worrying about 
how I would pay for college, I thought, “Well, if I’m thinking about 
going to college, what am I going to major in?” And I remember 
asking my family what I should major in, and them not even being 
able to give me any advice whatsoever. I think one of the most dif- 
ficult parts for me was filling out the FAFSA form, the Free — I al- 
ways get this acronym wrong — Free Application for Federal Aid, 
Student Aid, right. My mom — well, the first time it was kind of 
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really hard to figure it out, and I actually remember having to 
order my mom’s PIN number for her, I mean, that’s how clueless — 
my mom had no idea how to fill out this form. 

Really, I got support through my agricultural education teachers, 
I understand not everyone in school has that kind of support sys- 
tem, though. 

It is a daunting process. I can’t even imagine — I think back, I 
was extremely naive, and I can’t even imagine, had I not received 
this scholarship and the financial aid, where I would be now. It’s 
very daunting. 

Senator Brown. You had mentioned something I thought was 
pretty interesting, the lowest achievers in the high-income quartile 
versus the highest achievers in the lowest quartile, what do we do? 
What can the Federal Government do about that? You’re working 
on things here, what can we do about that? 

Ms. Van Camp. Well, the biggest thing — supporting affordable 
loan options, and I’ll be the first to admit, I don’t understand ev- 
erything about these loans, so I can’t give you specifics like some 
of these experts can, but I think that, as I mentioned in my testi- 
mony — supporting — I would encourage you, when you think about 
an affordable education, to think about it holistically. I talked a lot 
about my experience on the Board, for example, as you mentioned. 
If I were working, like some of my colleagues, and in fact, my 
roommate works all the time, is constantly working at Bob Evans, 
as many hours as she can — I would not be able to have that time 
to volunteer on the Board of Trustees, which has been an invalu- 
able opportunity, or to participate in the study abroad. 

When we’re thinking about opening up opportunities for stu- 
dents, I encourage you to think about the entire educational experi- 
ence. Some people might think, “Well, they can scrape by and get 
tuition with this loan and that loan,” but is that really equal ac- 
cess, in the end? 

Also, I would really encourage you to support diverse programs, 
as I mentioned, like Agricultural Education — education is not a 
one-size-fits-all type of thing. If we’re going to get the low-income 
bracket, and students from rural communities, and from inner-city 
and urban communities, we have to protect educational diversity, 
I think. I think that through funding programs like Agricultural 
education, or music programs, and things like that, you’re pro- 
viding those opportunities. 

Senator Brown. Go on. 

Ms. Van Camp. One other thing — I mentioned the National Insti- 
tutes of Health, and I really think that it might seem kind of indi- 
rect, but that funding really does help provide opportunities for un- 
dergraduates. My research — one of my advisors actually has an 
NIH grant, and that money is helping — written into those grants 
is often the opportunity to hire graduate and undergraduate stu- 
dents, and those are truly invaluable opportunities that add to the 
quality of that experience. 

Senator Brown. What kind of NIH grants are they, exactly? Do 
you know? Can you describe them? 

Ms. Van Camp. It’s, I think ROl. I don’t know a lot about it, it’s 
a co-grant, she’s a COPI, she’s in Food Science, Dr. Yael 
Vodovotz 
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Senator Brown. So, is she doing research — she’s being paid to do 
some NIH research? Is that what the grant is? 

Ms. Van Camp. Right, right, right. We’re developing — well, she 
works with soy bread, and also with these chocolate candies — how 
lucky am I? That have cancer-preventative properties. 

Senator Brown. It’s the old “chocolate prevents cancer” racket 
that’s going on? 

[Laughter.] 

Ms. Van Camp. It’s the new story. 

Senator Brown. Could you share with our committee some more 
information on that. Could you find out, could you get from her 
more about NIH? 

Ms. Van Camp. Yes, I could get you the specifics about her grant, 
yes. 

[The information previously referred to follows:] 

May 1, 2008. 

Hon. Sherrod Brown, 

455 Russell Senate Building, 

Washington, DC. 20510. 

Dear Senator Brown: As you will recall, I am the undergraduate student from 
The Ohio State University who had the privilege of sharing testimony with you last 
week at the field hearing of the Senate Committee on Health, Education, Labor, and 
Pensions titled Fulfilling the Promise of an Affordable College Education. I am writ- 
ing to respond to your question regarding how the support of grant money from the 
National Institutes of Health (NIH) has provided students access to a high quality 
educational experience. You also mentioned that you were particularly interested in 
how Ohio might be able to increase its success in securing NIH funding. As I men- 
tioned at the hearing, I am a third-year undergraduate student in the Department 
of Food Science and Technology and I have worked as a student assistant in Dr. 
Yael Vodovotz’s lab since my first quarter at Ohio State. I hope my story of how 
the multidisciplinary nature of funding in my lab has greatly benefited students, 
faculty, and the university will provide you with some valuable information that will 
help you to move forward on this issue. 

First, I would like to give you a little background on our lab and its funding 
sources. We currently have two undergraduates and five graduate students working 
on various research projects. Our wages are paid through a variety of funding 
sources. My wages are paid by the university’s Land Grant Work Study Program, 
while some of the other students in our lab receive money from industry-funded re- 
search grants or fellowships. However, it is the larger grants from the U.S. Depart- 
ment of Agriculture (USDA) and the National Institutes of Health (NIH), which pro- 
vide the funding necessary to ensure that we have access to the best facilities and 
equipment. Due to this important funding, I have learned to use sophisticated anal- 
ysis equipment, and I have had the opportunity to be exposed to cutting edge re- 
search as a second- and third-year undergraduate. These experiences have proven 
to be truly invaluable and have greatly influenced my decision to attend graduate 
school. 

The NIH grant, which was awarded to Dr. Vodovotz last year, is an R21 grant 
from the National Center of Complementary and Alternative Medicine (NCCAM) 
and National Cancer Institute (NCI). The purpose of the grant is to perform phase 
II clinical trials to examine if soy bread formulated by Dr. Vodovotz and former 
graduate student Cory Ballard, which is now the basis of a spin-off company, can 
help to reduce the risk of prostate cancer (Attachment 1), Dr. Vodovotz is one of 
the co-principal investigators (Pis), along with Dr. Steven Clinton, a medical 
oncologist and physician scientist, and Dr. Steven Schwartz, a professor of food 
science and technology (Attachment 2). 

This multidisciplinary collaboration between the Department of Food Science and 
Technology in the College of Food, Agricultural and Environmental Sciences and the 
Division of Hematology and Oncology in the College of Medicine is a truly unique 
partnership that has greatly benefited the students and faculty in both depart- 
ments. This research has allowed all of the students in our lab to gain a better un- 
derstanding of the true meaning of interdisciplinary research, and under Dr. 
Vodovotz’s leadership we have created strong relationships with several other de- 
partments across the university, including the departments of Human Nutrition. 
Crop Science, Material Science and Engineering, and Agricultural, Environmental, 
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and Development Economics. We do not think of Food Science, or any science for 
that matter, as an isolated discipline. Rather, we have gained the perspective that 
many disciplines across campus are related and offer unique opportunities to form 
synergistic partnerships. 

It is uncommon for a faculty member outside of the College of Medicine to be 
named as a PI on an NIH grant. However, with the support of Dr. Clinton in the 
College of Medicine, my adviser was able to achieve this feat. Earlier this year. Dr. 
Vodovotz applied for a USDA grant under the Improving Food Quality and Values 
Program, which if approved, will provide funding to investigate the release and ad- 
sorption of bioactive compounds in pomegranate candies to treat oral maladies (At- 
tachment 3). If this research proves successful, Dr. Vodovotz believes it will build 
a strong case for a POI NIH grant, which is a comprehensive program grant and 
the highest level of funding NIH awards. 

My lab experiences at Ohio State illustrate two critical impacts of NIH funding 
that make a strong case for increased Federal support in his area. The first is that 
these funds provide undergraduate and graduate students access to a high quality 
educational experience, NIH grants offer invaluable opportunities for students to 
work in state-of-the-art research facilities with distinguished faculty on cutting-edge 
research initiatives. According to the University’s latest research report, the NIH 
awarded more than $162 million in research funding to Ohio State in 2006, which 
undoubtedly benefited thousands of students across campus. (Attachment 4). This 
funding provided students with unparalleled educational experiences that are essen- 
tial to training the next generation of scientists who will address the most critical 
issues facing our society. 

The second important impact of NIH funding is that it encourages and supports 
interdisciplinary partnerships, such as the collaboration between the Department of 
Food Science and the James Cancer Center. These relationships are intellectually 
stimulating for students and faculty, and they provide invaluable opportunities for 
innovative and synergistic ideas. Under the leadership of President Gordon Gee’s six 
strategic goals for Ohio State and Chancellor Eric Fingerhut’s vision for the Univer- 
sity System of Ohio, I believe, that we have enormous potential to increase Ohio’s 
competitiveness for NIH funding. Ohio State has an incredible advantage in the 
breadth and depth of its programs, and President Gee’s goals to “forge one univer- 
sity” and to “recast our research agenda” will help us to capitalize on these 
strengths. Additionally, Chancellor Fingerhut’s vision to create a comprehensive 
university system will increase Ohio’s effectiveness and competitiveness in higher 
education. In the strategic plan for the University System of Ohio, which the Chan- 
cellor released a month ago, he stated, 

“Indeed, research and academic excellence constitute Ohio State’s major con- 
tributions to the State and to the University System of Ohio and continuing ad- 
vancement along these dimensions must be paramount for the university, the 
system, and the State of Ohio,” 

and 

“research, academic excellence, and the quality of the student body are appro- 
priate measures for assessing the performance [of Ohio State].” 

These comments illustrate the clear link between our university’s ability to secure 
major research funding from sources such as the NIH and our ability to build a 
prosperous future for the State. 

I hope my perspectives will prove helpful to the efforts of you and the committee. 
I thank you for your dedication to providing all qualified students access to a high 
quality educational experience. Please let me know if I can provide you any addi- 
tional information on this subject. 

Best regards, 

Debra Van Camp, 

Undergraduate Student, Ohio State University. 


Senator Brown. I’ve actually talked to President Gee and some 
others about this — Ohio ranks pretty low in per capita NIH fund- 
ing. I don’t know that we have a statewide program, or a strategy 
to attract funds. We rank in the bottom 10 on ERSA health money, 
on CDC money, and NIH we rank in the middle, and we should 
be doing better on that. 

Ms. Van Camp. Every year it gets harder and harder. It’s more 
competitive and more competitive because the funding 
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Senator Brown. It’s just as competitive if you live in other States 
as it is here, and we ought to be doing better. 

Ms. Van Camp. Right, right. 

Senator Brown. OK. Thank you very much. 

Ms. Van Camp. Thank you. 

Senator Brown. Ms. Miller, one other question — how old were 
you when you started to go and apply at Brooks? You had been at 
OU for a couple of years? 

Ms. Miller. That was 1997 through 1999, but I figured I wanted 
to be a photographer, so I started to travel, I worked like any other 
person, and basically formed my own education, and I traveled the 
world by working from one place to the next. 

I started at Brooks. I lived in northern California for about 3 
years, and then I went south because I heard of Brooks, and that 
was 2003, and that was about 5 years ago, so I was 25 at the time. 

Senator Brown. Twenty-five. And you had already attended the 
OU. 

Ms. Miller. Yes, I was in OU when I was younger, it was 
around 1997 through 1999, I was probably 17, 18. 

Senator Brown. Ms. Hart, you mentioned the banking industry 
challenges, and what that means to FFELP, what that means to 
private loans. Ohio State, as you mentioned, is the largest exclu- 
sively direct loan program in the country. I know some schools 
have both direct loans and FFELPS, some have just one or the 
other — and I know you’ll probably get some disagreement from Mr. 
Kohne on this — but is your recommendation that we do all we can 
to move more and more students and more and more schools into 
direct loan? 

Ms. Hart. I think it really needs to be an institution decision. 
We’ve examined both here, regularly and periodically at Ohio 
State 

Senator Brown. So, this isn’t a permanent decision? This is re- 
visited every couple, 3 years? 

Ms. Hart. It can be, under the provisions. We’re always looking 
for what is best for our students. We feel that the competition be- 
tween the two programs has really helped keep both of them more 
viable for all students — both in terms of interest rates — because 
those as you know, are set by the law — it’s more the added provi- 
sions that come as the result of that competition, that we think 
have been a very viable exchange in the programs. 

We’ve been extremely happy as direct lending has provided cap- 
ital with the kind of assured basis that has really been valuable 
to our students. It’s one thing to have the funding. Another is its 
reliability. I mentioned our students here at Moritz College of Law 
who happen to be the leading edge of the timing of our academic 
programs. It’s having that secured financing — it’s not just enough 
today, especially for students who are really reliant on student 
loans, as most of the borrowers are — to have their tuition paid. 

It’s a matter of having books, being secure and able to focus in 
that first series of classes that you know how you’re going to fi- 
nance that term, and that you can really think about the subject 
matter, rather than, where is the money coming from that’s going 
to keep me in school? And I think that’s the primary goal of any 
of these programs. 
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I worry very seriously about the message being sent to students 
today, that student loans are uncertain, that that creates the kind 
of fear about that security and it hits hardest on low- and middle- 
income students, as our data analysis shows. 

Senator Brown. When we had the 46 or so college presidents in 
Washington 2 weeks ago for the 1-day conference that we put to- 
gether, there were some very small private schools that were talk- 
ing, kind of among themselves about the same question that you 
deal with at Ohio State and the issues that Mr. Kohne works on. 
Do we do FFELP, do we do direct loan? Do we do a mix, do we 
make them both available? And some schools, I don’t know if this 
was a majority, I don’t know enough to know that, but some 
schools talked about at least looking to go to direct loan. Then they 
said they thought it might be administratively too difficult, because 
of their size. 

Chancellor Fingerhut and I began to talk about building some 
kind of a consortium of — not that the State would run it, but to 
help some sort of a consortium, or a co-op, of some sense, and in 
some sense to get the small schools that could apply together with 
each other’s help. Does the size of the school kind of undercut their 
ability to change, or to do what they need to do to apply, to go to 
direct loan if that’s what they choose? 

Ms. Hart. I don’t think that the size of the school, in terms of 
maintenance is an issue. The administrative switch from one form 
to the other can be a fairly complicated and costly administrative 
front-end cost. 

Senator Brown. In either direction? From FFELP to direct 

Ms. Hart. Either way. 

Senator Brown [continuing]. Or direct to FFELP? 

Ms. Hart. Either way. That’s simply because dependent upon 
the functionality of your loan programs, you have to pull in from 
data processing systems — it’s not just the financial aid office, it’s 
registration, it’s admissions, it’s across the institutions — and that 
kind of conversion can be really costly, and I suspect that was 
probably the administrative process. 

Once it’s going, I don’t think there’s a demonstrable difference 
between the two programs, but that change could be burdensome 
and costly for institutions, and the smaller you were, the higher 
proportion of costs 

Senator Brown. Tell me again what the costs entail? 

Not the dollar amounts, but just the 

Ms. Hart. Administrative data processing, to pull in the data 
that you would need, and to configure it in a different form for di- 
rect lending could be costly for an institution. 

Senator Brown. Is it difficult? If I’m a FFELPS school of 800 
students, 4-year school of 800 or 1,000 students — and I switch to 
direct loan, most of my students there, still have FFELP loans. 

Ms. Hart. Right. 

Senator Brown. I assume. 

Ms. Hart. Right. 

Senator Brown. And then they switch, is that a problem? That 
their new loans — if I’m a sophomore at that school, my new loans 
will be direct loans, my older loans will be FFELP — does that cause 
a problem? 
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Ms. Hart. That is a problem, because most institutions in think- 
ing constructively for their students, would probably try to hold the 
loans under the same program. In theory, that would mean run- 
ning two different loan systems for at least a few years, to grand- 
father your students under their previous existing loan. I was 
jumping from the actual conversion to long-term maintenance, but 
you very ably talk about that, also, transition, that happens, at 
least when we’ve considered it, we felt the right thing to do for stu- 
dents, if we ever switched, would be to maintain both systems for 
a period of time — longer for us, because we have graduate and pro- 
fessional students. The more advanced your degrees, the longer 
that window. 

Senator Brown. OK, thank you. 

Mr. Kohne, is the place we want to get to with the whole student 
loan system, an expansion both of FFELP and an expansion of di- 
rect loans, squeezing out private loans totally, if we could get to 
that? So that there is, in some sense, more business for you and 
more business for direct lending — is that the ideal place to be on 
this? 

Mr. Kohne. Well, Senator, as almost a career-long FFELP per- 
son, when the direct loan program was introduced by President 
Clinton, and passed by the Congress, you know, we opposed it vig- 
orously, we were all afraid of it, and looking back 15 years, I think 
I would agree with Tally, I would echo what Tally said, is that it’s 
been good for both programs. 

I don’t think the service that we provide to students and schools 
and the technology we use, just across the board, today cannot 
compare to what we were doing in the 1980s and early 1990s. 

Senator Brown. Give me examples of why the service is better? 

Mr. Kohne. Well, I think the introduction of competition just 
woke us up and caused us to be much more customer-service ori- 
ented. In those days, we were more compliant-oriented — worried 
about compliance with regs, and making sure the guarantee was 
preserved, and so forth. I think the introduction of a competitive 
program made us all very, more oriented toward school and bor- 
rower service. 

Senator Brown. And I assume, then, that you’d argue that if one 
had everything — FFELP or direct loan, that service would falter? 

Mr. Kohne. I believe so. I think it’s been good for FFELP to have 
competition, yes. 

Ms. Hart. May I take you up on your invitation to answer an- 
other testifier’s question? 

Senator Brown. Sure, sure, of course. 

Ms. Hart. I think the real question is less for me, personally, be- 
tween direct and FFELP, than either of those programs with high- 
interest private loans, and credit cards. Because the real issue — 
and I understand, we have to address both — that’s the responsi- 
bility of your committee, but I think it’s really critical that we fig- 
ure out a way to increase the low-interest borrowing for students. 
Because all of our evidence shows that absent that, it’s the neediest 
student who suffers the most, who’s most likely getting into high- 
interest private loans — and we haven’t even touched on the grow- 
ing evidence that absent sufficient financing, students rely on cred- 
it cards, which some may argue is the worst of all worlds. 
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I hope that we can — whatever the structure of the programs, that 
a very important point for needy students, is to increase those loan 
limits. I mentioned — and I just wanted to underscore — put more 
funding into Perkins Loans, there’s a number of different avenues 
that could help increase the aggregate loan limits for an individual 
student to secure adequate financing to keep them in school. 

Senator Brown. Ms. Miller, and Ms. Van Camp, do you know 
students who put all of this stuff on their credit cards? 

Ms. Van Camp. Not all of it, but I know some that have put some 
of it. 

Ms. Miller. I think that, with Brooks, in particular, a lot of 
their expenses are so costly, tuition is so costly, that kids feel like 
they have no other choice but to basically put a lot of things — be- 
cause I mean, a photography school, you have to remember, there’s 
not just books, you’re talking a lot of equipment. I mean, you’re 
going to shoot everything from a 35mm camera to an 8x10 film, to 
the newest digital, to printing to print labs — and you have to buy — 
they provide absolutely minimal, to say the least, when you first 
get involved. We were expected to provide our own chemicals for 
dark rooms. I worked through college — I was actually a radio per- 
sonality, I bartended, and went to school at the same time — and 
my credit card debt wasn’t nearly as substantial as some of my 
friends. I have friends who actually went the whole 3 years, but I 
have friends who are a good $20,000, $30,000 in credit card debt, 
just for trying to keep up with buying all of the equipment that 
you’re expected to learn how to use. 

It gets tricky, and especially in a trade school, because a lot of 
that stuff — I mean, from what I understand, a certain percentage 
of things are provided, but a lot of it is not. Especially if you shoot 
for yourself, you have to have your own gear, you’re not really — 
they’re not going to provide that for you, so 

Senator Brown. So, you’re hearing about warnings 

Mr. Kohne. We’re not hearing much at all. We don’t think 
they’re very well informed about what could happen, I mean, it’s 
starting to happen, but we think a lot of the schools are really not 
very well informed about the issue that could happen. We’re start- 
ing to outreach to schools and college presidents and financial aid 
officers about this. 

Senator Brown. Ms. Hart, a minute ago, said that students al- 
ready — if not the campuses themselves — students are beginning to 
fear some of the rumors they hear about this. What do we do to 
inform students, or to reassure students that they’ll have access 
this fall? Any of you? 

Ms. Hart. I would love to see a headline that says that Congress 
assures that student aid will be available this fall, even if it is — 
the byline is “details to follow,” but that kind of assurance that 
there will be funding, because in every instance that I’ve been able 
to come up with, ultimately the solutions are provided, but it’s the 
difference between the dialogue, the message of “it might not be 
there,” and students acting on that, at the same time, Congress has 
actually remedied the circumstance, historically. That would be my 
dream headline. 

Senator Brown. You know, we don’t even write the articles, let 
alone the headlines. You’re aware of that, OK. 
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Ms. Hart. Citing your good action. 

Senator Brown. I appreciate that. 

Mr. Nassirian, I have a lot of questions I want to ask you. 

Explain to me again, the 90/10 rule. You said we’re going in the 
wrong direction — could you shed some light on that for me? 

Mr. Nassirian. Sure, this dates back to, believe it or not, the Ko- 
rean conflict, when the Veterans Administration noticed that lots 
of returning veterans were falling victim to unscrupulous providers 
who were simply capitalizing on the availability of VA benefits, of 
GI benefits. 

The Veterans Administration instituted a policy that no more 
than, at that time, 85 percent of enrollments at any institution 
could be returning veterans. The idea was not to create separate 
venues where nobody except beneficiaries seemed to be enrolling. 

In 1992, as a result of the scandals of the 1980s and the early 
1990s, Congress incorporated a version of that into the Higher 
Education Act, then called the 80/5/15 rule. Back then it simply — 
it was supposed to be a self-executing provision that said, a condi- 
tion of eligibility for participation in title IV programs is that 15 
percent of your revenues come from non-title IV sources. The idea 
is, we don’t want to have a system in which every student in the 
classroom is completely packaged from financial aid — completely 
packaged — meaning there’s not a dollar of non-Federal aid involved 
in the revenues of the institution. 

This was very sound, it still allows for 100 percent of your stu- 
dents receiving aid. It’s just that they can’t all be paying the en- 
tirety of their tuition with Federal assistance. 

The provision was weakened in 1994, I believe, to be now 10 per- 
cent of your revenues, and the for-profit lobby has been working 
very actively to essentially sabotage it. They keep it on the books 
in the reauthorization bill that’s pending now in conference — keeps 
the rule on the books, but it eviscerates it by engaging in what I 
describe as, sort of a series of bookkeeping tricks as to what counts 
and what doesn’t. It should be a self-executing financial revenue — 
it should be a cash-flow analysis. It should simply assure that 10 
cents on the dollar of an institution’s revenues comes from sources 
other than these programs. The logic behind it is simple — if 100 
percent of the revenues are coming from the program, there is no 
real money — it’s all Federal money. It’s analogous to the scandals 
of the 1980s when the Defense Department was buying $600 toilet 
seats — why? Because only Defense dollars pay that kind of cash. 
That’s the concept. 

What is happening is the regulation is being internally sabotaged 
by a series of revisions as to what counts and what doesn’t and it’s 
not necessary — it should be a cash-flow analysis. 

Senator Brown. Thank you for that. We are working on that 
issue in conference committee and welcome your involvement. 

Mr. Nassirian. Very kind, thank you. 

Senator Brown. One last question for you and then I want to ask 
a couple of general questions to the panel in the last 15 minutes 
or so. 

Mr. Nassirian, you said the private loan system is a money 
maker for schools — how is the private loan system a money maker 
for schools? 


VerDate Nov 24 2008 15:49 Nov 03, 2009 Jkt 035165 PO 00000 Frm 00046 Fmt 6633 Sfmt 6601 S:\DOCS\42102.TXT DENISE 



43 


Mr. Nassirian. We have run into all kinds of varieties of how 
private loans have been negotiated. There are school recourse loans 
where the school essentially steps in and does credit enhancement 
on behalf of its students. The challenge is particularly in the case 
of the for-profit sector. 

I’ll give you one example without naming names — a while ago I 
was going through SEC filings of a very well-known student loan 
company, and I realized that they were making enormous private 
label loans to some pretty high risk students, at some very high de- 
fault, for-profit institutions. The transaction didn’t make any sense 
on its face — I mean, I couldn’t wrap my head around, why would 
a lender step forward and make loans to a school that has a life- 
time default rate of 50 percent without the Federal guarantee, how 
is this an economically feasible activity? 

Well, as you drill down, the financial statements, you realize that 
the reason the lender is making the loan, is because the school is 
essentially negotiating in advance an agreement with the lender as 
to what the likely default costs will be, and they’re putting an 
amount equal to the total default projections in escrow with the 
lender. 

Which brings up the next question, now, how is this advan- 
tageous to the school, if the school is putting, let’s say 50 cents on 
every dollar of revenues back in escrow, how is this economical for 
the school? It’s at that point that you realize, in some ways, what 
we used to see in the 1980s and the early 1990s and the for-profit 
education sector in those outrageous cases where obviously fraud 
was going on, the label you would put on it, is consumer fraud. The 
idea was to pull students in and take them for the amount of Fed- 
eral aid that was available. 

Increasingly, in recent years — particularly with the advent of 
publicly traded corporations entering this space — it turns out that 
whether, that if fraud is alleged, it’s not really consumer fraud — 
consumer fraud is a kind of a gateway to a bigger-scale activity, 
and that is investor fraud. In some ways, the school doesn’t really 
care whether they make money or lose money on every student — 
even if what it takes is putting 50 cents on the dollar in escrow 
with the lender — what they’re interested in is ramping up their en- 
rollments, because the enrollment numbers drive share value, and 
share value drives the options that executives can exercise. 

That’s what we see very frequently, is arrangements in which 
the school is more than a little bit interested in ensuring that pri- 
vate label loans are made available, and actually actively marketed 
to their students. 

Ms. Miller. Can I just ask something real quick, to that? So, if 
you have students who are coming in for loans, and their prob- 
ability and rate of default is high — who’s really benefiting, then? I 
mean, obviously the financial institution’s not making any money 
off of that, and obviously the student — do you know what I mean? 
It seems like a loss-loss situation. How would the financial institu- 
tion benefit if they’re going to default on their loans anyway? Do 
you know what I’m saying? 

Mr. Nassirian. Oh, I understand very well what you’re asking. 

The way it works, to just give you an analogy — what we have 
seen over the course of the last 20 years, I mean, the world has 
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turned upside down, I mean, look at the sub-prime mortgage cri- 
sis — the banks used to look over the shoulders of purchasers, be- 
cause it was their money that was going into the purchase, so you 
could naturally assume that the system had checks and balances, 
that it wasn’t just little you, but the giant institution had its 
money on the table along with you, and that really, uneconomical 
transactions wouldn’t be consummated, because it wouldn’t be, not 
only not in your interest, it wouldn’t be in the banks’ interest. 

What we have learned, much to our chagrin, as of the past year, 
is that the bank was, frankly, not only indifferent, but it was actu- 
ally incentivized to make even uneconomic transactions occur, be- 
cause of the advent of securitization means that it wasn’t lending 
its money, it was simply acting as an agent, and it was selling se- 
curities to investors, most of whom were generally clueless as to 
what they were buying. 

The meltdown that my colleague refers to, quite accurately, in 
the securitization market, and the asset rates securities market, is 
attributable to the investors not getting spooked. 

With regard to your question, when you say, how is it in the 
school’s interest, the management of many for-profit institutions 
may well be sort of in that same situation. That, you know, because 
who’s the school? Arguably the investors in the school is the school, 
but the fact is, they don’t exist as any substantial control. 

The management, however, because they are vested, because 
they have options, because they are fairly knowledgeable about 
what’s going on, could in fact benefit from otherwise uneconomic 
transactions that ultimately bring the whole thing down, but over 
the short haul, result in fortunes changing hands — often out of 
your pocket, in the form of $600 monthly payments for 30 
years 

Ms. Miller. Right. 

Mr. Nassirian [continuing]. Into 18-hole private golf courses on 
the Eastern Shore of the State of Maryland, and other 

Senator Brown. And, Ms. Miller, as Mr. Nassirian pointed out, 
in the banking and the foreclosure crisis — a lot of people made a 
lot of money off of that — rating agencies, brokers, people that slice 
and dice the derivatives, all that — and in the end homeowners lose, 
and look what’s happening to banks around our State — one in 
Cleveland and all over the place, so — in the last, we have 
about 

Oh, I’m sorry, did somebody else want to add to — ? I’m sorry, Mr. 
Kohne. 

Mr. Kohne. Senator, if I could respond to something my col- 
league Barmak said in his opening statements where he described 
what I was asking for in my comments as a “bail out,” we don’t 
see it as that way at all. In fact, we see it as less of a bail out as 
what’s been given in the mortgage industry, and what’s currently 
in the Miller and Kennedy bills is a secondary market. 

What we’re asking for is just a — use the power of the Federal 
Government to restore investor confidence — to go to the markets, 
to raise money to make student loans this fall. We’re not asking 
the government to fix the problems with our existing finances — 
we’ll fix those ourselves. We’re just looking for a way to raise 
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money to make student loans this fall. That’s the first point, it’s 
not retroactive, it’s just forward-looking. 

The second thing is, we see this sort of like a government-spon- 
sored enterprise things — like Fannie Mae, Freddie Mac, Sallie 
Mae — who effectively used the Federal Government’s credit, but 
paid a fee for it. We’re willing to pay a fee for this service. We don’t 
see it as any kind of a bail out at all. We see it as a way for the 
Federal Government to help us solve a problem that’s beyond — 
that’s totally beyond our control, that was not our fault, on a tem- 
porary basis, so that we can make student loans this fall. It’s all 
about access. 

Senator Brown. OK. Thank you. 

I have one question I want to close with, and I’d like each to an- 
swer, if you can, just in literally a minute. 

The Department of Education’s estimated as many as 40 to 60 
percent of students who take out private loans do not use all of 
their Federal grants and loans available to them first. Do any of 
you have recommendations about what we can do, or what you’re 
doing now to make sure that students know to take advantage of 
much more economical loans, for them, from the Federal programs? 

I’ll start with — try to keep it to 1 minute, if you can — Mr. 
Nassirian, and I’ll just go down the line, and I’ll close with you, Ms. 
Miller. 

Mr. Nassirian. Proper disclosures would be first and foremost. I 
think the committee also has jurisdiction on — at the very least — 
on title IV participating institutions to make it a requirement, that 
before they can package any other form of aid, that they ought to 
ensure that the least expensive aid is packaged first. That would 
be a very constructive step that the committee does have jurisdic- 
tion to take. 

Beyond that, Congress as a whole, needs to act on ensuring that 
private loans are not frivolously and indifferently over-marketed. 

Senator Brown. Thank you, and we are trying to do some of that 
in the Higher Ed bill, but good suggestions. 

Mr. Kohne. 

Mr. Kohne. I agree with Barmak, disclosure and counseling of 
parents and family, students, is key. My brother has a son who is 
a freshman at a large State University here in Ohio — it’s not Ohio 
State — but it’s a direct loan school. After he filled up his FFELP 
eligibility, they were immediately directed toward a very high-cost 
private loan. They weren’t even told he could take out a PLUS 
loan, for example, and I just thought that was incredibly bad serv- 
ice on the part of the school. 

As Barmak said, full disclosure, and counseling of these people 
so that they understand their options, at least, is first and fore- 
most. 

Senator Brown. Fortunately, your nephew has an uncle that 
knows a lot about this. 

Mr. Kohne. Right. 

Senator Brown. Ms. Hart. Your thoughts. 

Ms. Hart. We think that the — in addition to agreeing with my 
fellow testifiers about disclosure — that having the financial aid 
process available earlier to students, we’re very aggressively pur- 
suing with the Department of Education use of FAFSA Fore- 
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caster — and I’m well aware and appreciate the FAFSA simplifica- 
tion. The reality is, some of these extreme circumstances happen 
because the time window is so narrow for very needy students in 
the standard FAFSA process. By using the FAFSA Forecaster, we 
think needy students can get into the process earlier, having much 
more widely spread advice about financing options through groups 
like the Ohio College Access Network, and get information more 
generally — not just pressed to sign the bottom line on that only 
loan that they’re offered. We’re very enthusiastic about that facil- 
ity, and then the ability to move that data to your FAFSA your 
senior year, or renewals being a very important component of ac- 
cess and better information to our students. 

Senator Brown. Thank you. 

Ms. Van Camp. 

Ms. Van Camp. I would agree with that, with the disclosure. I 
think it should be — I do research in food science, and so I’m sure 
you’ve heard about the trans fat labeling, and how it’s revealing 
what’s actually in the food, I think that’s exactly what needs to 
happen in this process — it needs to be clear what all of the options 
are and we need to support programs like Tally just mentioned, 
that educate — not only the students, but also their families. Espe- 
cially for first-generation students that are trying to break this 
cycle — education is the problem. They’re not educated about what 
their options are, and so the cycle continues. 

Any programs that you can support that help overcome those ob- 
stacles would be phenomenal. 

Senator Brown. Thank you, Ms. Miller. Any thought? 

Ms. Miller. Yes, definitely, because I remember hearing about 
the PLUS loans, but I was completely on my own, so I know that 
other — when you’re pretty much looking at all of your options to 
fund your education, anything — any grant — looks absolutely deli- 
cious. Anything to open opportunities for even grants, on various 
levels, for all types of students from different incomes and different 
backgrounds. 

Another thing is, entrance and exit counseling for loans is very 
skim. I think when you first sign up they say, you know, “You need 
to watch this video,” and it’s a very vague outline of what, really, 
your responsibilities are, and how loans — even down to their dis- 
bursement, like when you receive them — it can be very confusing 
when you first get involved with taking out a loan, if you’ve never 
had that experience. 

I would definitely say disclosure, entrance and exit counseling for 
loans, and more grants, definitely. 

Senator Brown. Good. 

Thank you all. Thank you very much for your insight and your 
candor. All of this will be in the congressional hearing record and 
the committee testimony which you gave today, which will be a 
public document. 

Thank you, again, Dean Rodgers, for hosting this, and all of you 
that are here today. If you have follow-up comments or anybody 
watching has thoughts they want to share with the committee or 
with me, be in touch with Will Jawando, sitting behind me. He is 
based in Washington, but will be here for a while today, and then 
back in Washington, get in touch with any of us. 
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I thank you all for joining us, and the committee is adjourned. 
[Whereupon, at 11:46 a.m. the hearing was adjourned.] 
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